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RESOLUTION CREATING THE STREET RAILWAY 
COMMISSION, AND SUPPLEMENTARY RESOLU- 
TIONS AND ACTS OF THE CITY COUNCIL 
RELATING TO THE COMMISSION. 



The City Council, at its meeting of December i8, 1899, 
adopted the following resolution, offered by Alderman Foreman : 

Whereas^ The contractual relations at present existing between sev- 
eral of the companies operating the street car systems in the City of 
Chicago and the municipality of the City of Chicago will shortly expire; 
and 

Whereas, The problem of the renewal or extension of these franchises, 
and of all others that are to expire in the future, presents itself at the 
present time, and in view of the magnitude and variety of interest in- 
volved is of paramount importance; and 

Whereas, It is the almost unanimous opinion of the people of the City 
of Chicago that the existing laws and ordinances concerning street railway 
franchises and the municipal regulations of the operation of street rail- 
way systems are antiquated and were enacted at a time when the City of 
Chicago had not reached its present stage of development, and such acts 
and ordinances are wholly inadequate to meet the needs and requirements 
of the City of Chicago, both with respect to accommodations and facilities 
for passengers and for compensation for the use of the public streets and 
highways by said operating companies, and in many other regards; and 

Whereas, In view of these existing conditions, constructive legislation 
is necessary, looking toward the enactment of ^uch contracts as will result 
in a correction of the evils and defects of the past and assure to the people 
of the City of Chicago good and efficient service, as well as just and 
adequate remuneration for the privileges enjoyed by the companies to 
whom such franchises or renewals thereof may be granted; and 

Whereas, The question of municipal ownership of street railways is 
engrossing public attention and finds many advocates amongst citizens 
having the interest of the city at heart, and the expediency and desirability 
of this step is one of the questions that must be taken into serious consid- 
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eration before any final steps are taken toward renewing existing or 
granting new franchises; and 

« 
Whereas, The people of the City of Chicago look with deep concern and 

jealous eye at the ultimate solution of these questions and should have a 
voice in their settlement, and with this in view a submission of the same 
to the arbitrament of the people by means of referendum, may be advis- 
able; now therefore, be it 

Resolved, That the Mayor be and he is hereby authorized and directed, 
by and with the concurrence of the City Council, within thirty days after 
the passage of this resolution, to appoint a committee of seven members 
of this Council, whose 4uty it shall be to: 

First — Examine into the feasibility and practicability of the municipal 
ownership of street railways in this city and the terms and conditions 
under which this ownership may be established. 

Second — Examine into the questions of kind and amount of compensa- 
tion and the conditions for the renewal of existing or granting of new 
franchises or renewals, kind of motive power best adapted to various sec- 
tions of the city and at varying times; the condition in which the streets, 
highways and tunnels are to be placed and maintained by companies using 
the same; accommodations to be furnished passengers; amount of fares; 
commutation tickets ; transfers ; terminal facilities and switches ; extension 
of lines; the hours of employment and compensation to the employes; 
protection of the citizens against accident, and penalties for non-compliance 
with the laws, ordinances, rules and regulations. 

Third — To report to this body such measures, modes of procedure and 
ordinances as shall be requisite and necessary to carry into effect after 
their passage the recommendations of this commission. 



Under authority granted by the foregoing resolution, His 
Honor the Mayor, on January 3, 1900, sent to the City Council 
a communication, making appointments as in the said resolution 
provided for, as follows: 

Mayor's Office, ( 

January 3d, 1900. [ 

To the Honorable, the City Council: 

Gentlemen — In accordance with a resolution passed by your Honorable 
Body at its meeting of December nth empowering the Mayor to appoint 
seven Aldermen to serve as a committee to investigate various matters in 
connection with the street railway systems in the City of Chicago, I 
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hereby appoint the following Aldermen as members of such committee 
and respectfully ask the concurrence of your Honorable Body: 

Aid. Foreman, Chairman. 

Aid. Herrmann, 

Aid. Jackson, 

Aid. Brennan of the Tenth Ward, 

Aid. Raymer, 

Aid. Mavor, 

Aid. Schlake. 

Respectfully, 

Carter H. Harrison, 

Mayor. 

The City Council, at its meeting of January 15, 1900, adopted 
the following resolution, offered by Alderman Goldzier : 

Whsreas, Grave doubt exists as to the right of a number of the trac- 
tion companies of the City of Chicago to operate street cars by cable or 
dectric power; and, 

Whereas, It is expedient and necessary, previous to the expiration of 
the various franchises of such companies, that this question shall be 
definitely determined, so as to fix the respective rights of the city and of 
the traction companies; therefore, be it 

Resolved, That the Special Committee on Street Railway matters be 
directed to report at as early a time as possible all information attainable 
on the following points: 

First — Which of the traction companies (if any), to whom the right of 
operating cars by other than animal power is granted by the City of Chi- 
cago, are authorized by their charters from the State of Illinois to so 
operate street cars. 

Second — Whether a grant by the city of the right to use other than 
animal power in street car service is valid, when made to a company which 
is prohibited by its State charter from using other than animal power. 

Third — ^Whether the act of 1865, under which various of the traction 
companies claim certain rights, confers power to operate street railroads 
by other than animal power. 

Fourth — What street car lines (if any) may be acquired by the City 
of Chicago by virtue of the provisions of the ordinances under which the 
various street railways are operating? 
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The City Council, at its. meeting of February 5, 1900, adopted 
the following resolution, offered by Alderman Goldzier : 

Whereas^ One of the most important questions before the people of 
this city is that of sufficient means of street car transportation ; and, 

Whereas, The congested condition of the streets in the heart of the 
city makes it practically impossible to burden the surface of streets with 
more vehicles by increasing the number of cars upon the various surface 
roads centering in the down town district; and, 

Whereas, Under similar conditions in other cities the system of plac- 
ing street cars underground has been found practicable; therefore be it 

Resolved, That the Special Committee on street car matters be and 
they arc instructed to investigate the question of the feasibility of subways 
in the heart of the city to accommodate all street cars which are now 
operated upon the surface of streets, and that said committee make a full 
report to this Council upon this subject, giving an outline both of the tech- 
nical side of such a plan and of the proper financial methods of securing 
such improvement. 

The appropriation ordinance for 1900, as passed by the City 
Council March 26, 1900, and amended April 4, 1900, contained 
the following item : 

For secretary and expenses of Street Railway Commission, 
$4,000. 

Under the authority thus conferred the Commission selected 
as secretary, Mr. George C. Sikes, whose service with the Com- 
mission began June 12 of the present year. 

The City Council, at its meeting of April 23, 1900, adoptefl 
the following resolution, offered by Alderman Brennan (Tenth 
Ward) : 

Resolved, That the Street Railway Commission be continued, and the 
Mayor be empowered to fill such vacancies as may have occurred. 

In accordance with the authority conferred by the foregoing 
resolution, His Honor the Mayor appointed Alderman Goldzier 
to fill the vacancy in the Commission caused by the retirement of 
ex-Alderman Wm. E. Schlake. 
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LETTER OF TRANSMITTAL 



To the Mayor and Aldermen of the City of Chicago in Council 
Assembled: 

The Street Railway Commission created by resolution of 
yc»iir Honorable Body submits herewith the draft of a street 
railway bill, together with a report dealing with questions of 
street railway policy that seem to require discussion in con- 
nection with the bill. 

The Commission also has under preparation a bill relating 
to subways, which it hopes to be able to submit to your Honor- 
able Body early in January. 

It is the recommendation of the Commission that the City 
Council, if it approve of the street railway bill herewith sub- 
mitted, give formal expression of its approval of that measure 
and that thereupon the City Clerk be directed to transmit one 
copy of the bill to His Excellency, the Governor of Illinois, one 
copy to the President of the Senate for presentation to the 
Senate, and one copy to the Speaker of the House of Repre- 
sentatives for submission to the House, with the request that 
the bill be enacted into law. 

Respectfully submitted, 
[Signed] Milton J. Foreman, 

Chairman. 
Wm. S. Jackson, 
W. F. Brennan, 
Walter J. Raymer, 
Ernst F. Herrmann, 
Julius Goldzier, 
William Mayor. 

Chicago. Illinois, December 17, 1900. 



QUESTIONS OF STREET RAILWAY POUCY 

DISCUSSED* 



Chicago has more miles of street railway than any other city 
in the world. That fact, taken together with the large area of 
this city, makes the street railway problem, or rather, the problem 
of local transportation, one of tremendous importance for Chi- 
cago ; for the welfare of the city as a whole and of its population 
as individuals is vitally dependent upon the adequacy of the 
system or systems of local transportation that may be provided. 
Despite the importance of the subject, however, the street railway 
systems of Chicago have been permitted to develop for the most 
part in a haphazard manner, without regard to any well-defined 
and comprehensive plan or policy. As a result the situation as it 
exists today is complicated in the extreme, and the problem pre- 
sented is exceedingly difficult of solution. In fact, it is impossi- 
ble of immediate solution in any manner that can prove entirely 
satisfactory to all the interests concerned. The best that can be 
done is to outline a definite and comprehensive policy to be kept 
continuously in mind in dealing with the different phases of the 
local transportation problem as they may arise for consideration 
and action, this policy to be constantly worked toward and real- 
ized as speedily as circumstances will permit. 

While so far as internal policy is concerned the street railway 
systems of Chicago have developed without much regard to any 
definite or comprehensive plan, there are two features of State 
policy regarding street railways which Chicago has been chiefly 
instrumental in forcing the State to adopt, that may be accepted as 
well established. One is the principle of local control. The 
other is the policy of short term grants. 

The first street railway franchise under which a railway was 
constructed in Chicago, granted by the City Council in 1858, 
was for a period of twenty-five years, and gave to the city the 
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right of purchase at the end of that period. The Legislature of 
1865, however, despite local popular protest, passed over the 
veto of Governor Oglesby a law extending, or purporting to 
extend, from twenty-five to ninety-nine years, not only the char- 
ters of the companies then operating horse railways in the city 
of Chicago, but their franchise rights in the public streets of the 
city as well. In response to the public protest against the prin- 
ciple underlying this act, a provision was inserted in the consti- 
tution of 1870 designed forever thereafter to prevent interference 
with the principle of local control in such matters. That pro- 
vision is: "No law shall be passed by the General Assembly 
granting the right to construct and operate a street railroad 
within any city, town or incorporated village without requiring 
the consent of the local authorities having the control of the street 
or highway proposed to be occupied by such street railroad." 

Under the new constitution the Legislature in 1874 passed a 
general law relating to horse railroads, which, among other things, 
limited to twenty years all grants thereafter to be made by any 
local authorities. 

From the discussion growing out of street railway measures 
enacted or considered by the last three legislative assemblies of 
Illinois it plainly appears to be the popular desire that the prin- 
ciple of local control and the policy of short term grants be main- 
tained. 

Starting with these two features of State policy as a basis the 
Street Railway Commission, in accordance with the instructions 
of the City Council given in the resolution creating the Commis- 
sion, is attempting to formulate such other features of street 
railway policy and to outline such courses of action as the situa- 
tion seems to require. As said before, the problem presented is 
complicated and difficult of solution and the Commission has not 
been able, in the time at its disposal, to go thoroughly into all 
its phases. It has given attention first to those aspects of the 
question that demand consideration in connection with proposed 
State legislation. The resolution creaiting the Commission points 
out that the existing laws and ordinances concerning street rail- 
way franchises and the municipal regulations of the operation of 
street railway systems are antiquated and were enacted at a time 
when the city of Chicago had not reached its present stage of 
development, and that such acts and ordinances are wholly 
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inadequate to meet the needs and requirements of the city of 
Chicago at the present time. Fully agreeing with this view, and 
believing that legislative action is a necessary prerequisite to any 
thoroughly satisfactory solution of the problem by the City Coun- 
cil, the Conmiission, as the first step in its work, has prepared and 
herewith presents th-e draft of a street railway bill, the purpose of 
which is to confer upon the municipality the power to work out 
such a solution of the street railway problem as may best, suit 
its inhabitants, without, however, conferring upon the present 
generation the power needlessly to tie the hands of succeeding 
generations. 

Except for two features, the bill presented is a mete grant of 
power to local authorities. The operation of the bill,^ if enacted 
into law, is intended to insure proper publicity of the affairs of 
street railway companies and to prevent future overcapitalization 
without action on the part of local authorities. The provisions 
of the bill in other respects, however, are in the nature of enabling 
legislation, and merely confer upon local authorities power, sub- 
ject to restrictipns and safeguards, to deal with street railway 
problems in such manner as may seem to them wise. No 
attempt is made in the bill to settle or, determine any question of 
policy for any municipality. 

Sections 2, 3, 4 and 5 of the bill submitted are substantially 
the provisions of the existing street railway law. Section 7 is a 
modification of the present statutory provision relating to front- 
age consents that is embodied in the city and village act. The 
other sections of the bill embody street railway provisions that 
are new to Illinois. 

In framing the bill the commission naturally has had the 
needs of Chicago particularly in mind, but of necessity a . bill 
designed to displace the existing street railway law must be 
general in its scope. For the most part, however, the important 
new features of the bill are made applicable to cities only. The 
general aim has been to change as little as possible the status 
and powers under existing street railway laws of municipalities 
other than cities. 



The discussion that follows is not confined to points embodied 
in the bill submitted, but consideration is also given to some 
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features of street railway policy that seem to require treatment 
in this connection. 

The most important questions of street railway policy with 
which the Commission has deemed itself called upon to deal, may 
be considered under the following headings : 

L UNinCATION OF MANAGEMENT* 

The street railway business should be recognized as a monop- 
oly business and treated accordingly. 

IL PUBUC CONTROL AND DURATION OF GRANTS. 

These two subjects should be treated together because of the 
intimate relations they bear to each other. If street railways 
are to remain under private management some means must be 
devised for rendering public control more effective. The Com- 
mission favors the reservation to the Council of broad powers of 
control and for the exercise of the powers thus reserved it rec- 
ommends the creation of a new standing committee on Local 
Transportation, modeled in the main after the Committee on 
Track Elevation. This committee should have regular quarters 
in the City Hall, which sliould be open during business hours 
for receiving complaints from citizens. The committee should 
have at its service such expert and clerical assistance as might 
be found necessary. 

BL MUNiaPAL OWNERSHIP. 

Cities should possess the power, under proper restrictions and 
safeguards, to own and operate street railways. The city may 
not deem it expedient to exercise this power, but with such a 
power in reserve to be used in case of need, the city would be in 
a position to make much better terms with private corporations. 
The Commission, while believing it wise and important to give 
the power to operate, would not look wth favor upon the propo- 
sition to have the city of Chicago operate street railways in the 
immediate future. It has no notion that such a proposition would 
meet with the favor of the people of Chicago at this time. Prob- 
lems of the future may safely be left to the decision of the future. 
The Commission is of the opinion, however, that it would be wise 
for the city, at the earliest practicable time, to acquire ownership 
•of the trackage and of whatever may form a part of the public 
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Street, without going to the extent of ownership and operation 
of rolling stock. 

IV* REFERENDUiyL 

In so far as practicable, the people should be given a direct 
voice through the referendum in the settlement of the most im- 
portant questions of street railway policy. 

V. PUBUaTY. 

Street railway companies are entrusted by the public with the 
management of a public business. The affairs of such companies, 
therefore, should be open and known to the public to the same 
extent as if the business were managed by the public directly. 

VI. CONTROL OF CyiPITALIZA.TION. 

The law should forbid overcapitalization. 

Vn. FRONTAGE LAW. 

Frontage consents should be required only when it is first 
sought to lay down tracks upon a street. The right of abutting 
property owners to prevent a street from being used for street 
railway purposes, regardless of the public need for a proposed 
railway, should not be absolute and unqualified. 

VnL LABOR POUCY. 

The public has a right to demand uninterrupted street railway 
service. To that end, it has a right to insist that everything 
reasonably possible be done to prevent strikes and lock-outs. 
Companies, in accepting grants, should be required to submit all 
labor disputes to arbitration. 

IX. MOTIVE POWER. 

The Chicago street railway field is profitable enough to war- 
rant the use here of the most desirable form of motive power 
which experience has shown to be practical. The overhead trol- 
ley should not be permitted in the business district. 

X. SUBWAYS. 

The Commission is of the opinion, in so far as it is qualified 
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to judge without the assistance of engineering experts, that 
Chicago should have a system of subways in the down-town dis- 
trict for the accommodation of street cars entering that district, 
thus making possible the removal of such cars from the surface 
of the streets within such subway district. The subject, however, 
is one calling for a careful and detailed investigation by engineers 
employed for that purpose by the city before any decisive steps 
are taken. Legislation should be secured at once permitting the 
construction and ownership of such subways either by the city 
or by a private corporation, which legislation should authorize 
the people themselves to say, through the referendum, which form 
of ownership .they prefer, or whether they want subways at alL 

XI. RATE OF FARE AND COMPENSATION* 

These are matters requiring a more careful study than the 
Commission has yet been able to make of them. The two should 
be considered together, for obviously the lowering of fares would 
reduce the possibilities in the way of compensation to be paid 
into the public treasury, and vice versa. The question of low 
fares vs. compensation and the question of the uniform fare as 
opposed to graded fares or the zone system of fares present them- 
selves for consideration. The Commission believes the question 
as to the amount of compensation for franchise grants should 
be left open until the terms of the grant otherwise are virtually 
decided upon. 

XIL CO-ORDINATION OF SERVICE. 

The Commission is of the opinion that there should be more 
co-ordination between surface lines and steam and elevated roads. 

XIIL LEGAL QUESTIONS— THE 99 YEAR ACT. 

When the companies now in control in Chicago receive any 
further grant of privileges from the city they should be required, 
as a condition of such grant, to renounce any claim of rights under 
the so-called Ninety-nine Year Act of 1865. 



These various features of policy, in the order enumerated, will 
now be considered more at length. 
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UNmCATION OF MANAGEMENT. 

The theory underlying the street railway policy of Chicago 
heretofore, in so far as Chicago may be said to have had a policy 
on this subject, has been that the street railway business is a 
competitive business; that competition should be fostered in the 
interest of the public and that the possibility of competition should 
be ever present as a means of keeping traction managers alive to 
their duties to the public. That theory is incorrect and unsound. 
Moreover, in practice it is everywhere found impossible to in- 
duce, persuade, require or compel public service corporations 
engaged in the same line of business to compete with one another 
except for comparatively short periods of time. Sooner or later 
rival companies of this kind will consolidate, or they will divide 
the territory among themselves and each will keep in its own 
territory, or there will be secret agreements or understandings 
that will suffice to eliminate all effective competition. The various 
gas companies of Chicago which were given franchises on the 
promise that they would compete with one another are now con- 
solidated under one management. The principal street railway 
companies have carved Chicago into sections, each agreeing, 
tacitly at least, to serve a particular section and not to encroach 
upon the territory of others. Where one company has been given 
a franchise to enter the field of another company, as in the case 
of the General Electric, which was authorized to invade City Rail- 
way territory, the usual effect has been only to increase the 
amount of outstanding securities upon which the people will be 
expected to pay dividends. 

One street railway company can serve the city better and more 
economically than can several. The street railway business is by 
its nature a monopoly business. Therefore, instead of trying to 
foster unnatural competition which cannot possibly be main- 
tained for any considerable period of time, the wise thing to do 
would seem to be to recognize the monopoly nature of the street 
railway business and to deal with it accordingly. 

If the slate were clean, so to speak, and the city of Chicago 
were in a position to deal with the problem in the manner that 
might be deemed most wise, the Commission would unhesitat- 
ing'ly recommend granting to a single corporation the exclusive 
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right to operate street railways within the limits of the city, sub- 
ject, of course, to the conditions that should logically attend such 
a grant. It would under no circumstances favor authorizing a 
competing company to enter the field. If the company given the 
exclusive right to provide street railway service could not or 
would not satisfy the public, the proper remedy would be for the 
city to terminate the grant and take possession of the property of 
the company suitable to and used by it for street railway pur- 
poses, compensation to be made for the same on the basis of its 
value for railway purposes but without any allowance for fran- 
chise value. 

But the slate is not clean. Existing complications must be 
reckoned with. Taking the situation as it is, the Commission 
would discourage permitting any new company to enter the field 
except, perhaps, as a successor to some or all of the companies 
now in control, in the remote and improbable contingency that 
some of such companies might be unwilling to deal with the city 
on terms that could be accepted. The Commission does not go 
to the extent of favoring an actual legal monopoly. It does not 
believe that to be necessary or expedient. But it does believe 
that the people of Chicago are ready to deal with the street rail- 
way business as a monopoly business and that if the decision is 
left to them no franchise will be granted to a competing company 
so long as the company in control is making anything like reason- 
able efforts to satisfy the public. Therefore the Commission has 
provided (Section lo of the proposed bill) that no street railway 
franchise shall be granted to a competing company unless the 
ordinance making such grant be approved by the people by direct 
vote. Such a provision, the Commission believes, will amount 
to virtual assurance of a monopoly to any company disposed to 
deal fairly with the people. 

Besides opposing further grants to competing companies, the 
Commission would recommend that the city use its influence to 
bring about unification of management, so far as possible, either 
through actual consolidation of the different companies now in 
existence, or through operating agreements, to the end that the 
street railways of Chicago may be operated upon the basis of a 
unified system. Therefore the Commission, in the bill submitted 
(Section 26), authorizes street railway companies to sell or lease 
their property or to consolidate or make operating agreements 
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with other companies, subject to the approval of the public 
authorities granting the right to construct the railways in ques- 
tion. The provision calling for the approval of the public author- 
ities is important, as otherwise sales or agreements might be 
made in derogation of the public interests. 

Of course, if a company is to be given a grant on the assump- 
tion that it is to be permitted to occupy the field alone, that 
company, on its part, must undertake to occupy the field com- 
pletely and to the satisfaction of the public. It must build and 
operate not alone such lines as it chooses, but it must furnish all 
the service within the territory assigned to it which the public 
interests may require. Especially must such a company be re- 
quired to extend its lines or to establish new lines as needed. It 
would be well for the City Council, therefore, in grants that may 
be made hereafter, to reserve the right to require the establish- 
ment of new lines as needed. 



PUBUC CX>NTROL AND DURATION OF GRANTS. 

These two matters should be considered together because of 
the intimate relation one bears to the other. 

The primary object in granting to private corporations the 
right td encumber the public streets with car tracks is to secure 
street car service. Unless this primary object is accomplished 
the street railway policy of the city must be said to be a failure, 
no matter how large revenues may be secured for the public 
treasury, nor how advantageous for the city the terms of a fran- 
chise grant may be in other respects. How to secure adequate 
service at reasonable rates is, therefore, the essence of the street 
railway problem. All other considerations, comparatively speak- 
ing, are of secondary importance. 

One way that suggests itself of securing adequate service is 
to stipulate for it in the franchise. But franchise stipulations 
of this kind are not self-executing. It is one thing to insert in 
a grant provisions requiring certain things in the way of service. 
It is quite another matter actually to get the things done. More- 
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over, it is absolutely impossible to make stipulations today that 
will fit the changed conditions of tomorrow. No person is wise 
enough to formulate for insertion into a street railway franchise 
that is to be interpreted as a contract, all the stipulations that 
will be necessary to insure good service for the period, say, of a 
generation for which the franchise may run. In fact, the more a 
street railway franchise partakes of the nature of a contract, 
which cannot be altered in any material respect except with the 
consent of both parties, even to meet changes in conditions which 
could not be foreseen at the time the grant was made, the less 
satisfactory is it certain to prove in operation and the more is it 
likely to militate against healthy and progressive development. 
On the other hand, the more such a franchise partakes of the 
nature of a mere license, being subject to complete regulation and 
control by the public authorities at all times, the better for the 
public at large. Mere property interests of a government, like 
the property interests of an individual, may properly enough be 
contracted away. But governing authorities ought not, by con- 
tract, to divest themselves of governing functions. Control of the 
public streets and of the public means of transportation thereon, 
is a governing function which should, so far as possible, be vested 
in the proper governing authorities at all times. Such control 
should be continuous and properly ought not to be surrendered 
beyond recall, either by contract or in any other manner. But, 
of course, it is surrendered to a greater or less degree by the 
ordinary definite term street railway grant with which we are 
familiar. The present widespread dissatisfaction with street 
railway management in private hands, it would seem, may in 
large measure fairly be attributed to the fact that public authori- 
ties have not retained continuous control, as they should have 
done, but have permitted themselves to be divested of it by con- 
tract. British and German cities generally have a reputation for 
marked ability in making contracts with public service corpora- 
tions, and some of the agreements made by those cities, conferring 
franchise rights, are remarkable for the ingenuity and detail with 
which they seek to guard against future contingencies. But the 
results under these very carefully drawn contracts do not seem 
to be satisfactory, because, as the contract periods expire, British 
and German cities are rapidly adopting the policy of municipaliza- 
tion. Some contend that the careful restrictions of the contracts 
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made by British and German cities tend to hamper and discourage 
private enterprise and thus to preclude satisfactory street railway 
development under private management. Whether this or some 
other explanation be accepted as the correct one, the fact remains 
that the system of regulation by contract has not proven satis- 
factory in British and German cities, as attested by the fact that 
this system is being abandoned with considerable rapidity for 
the policy of municipalizaton. Prof. James, of the University 
of Chicago, who has lately returned from a trip of investigation 
of German cities, tells an incident which helps to an understand- 
ing of the movement toward municipal ownership in Germany. 
In reply to a question as to the reason why the city of Cologne 
was proceeding to take over its tramways, the Mayor of that 
city said to Prof. James: *'We are taking over the tramways 
because it was found impossible thoroughly to safeguard the 
public interests under any contract with a private corporation 
that could be drawn." 

There is unquestionably in American cities a strong popular 
trend in the direction of municipalization of street railways. It 
seems also to be unquestionable that the growth of municipaliza- 
tion sentiment is due in large measure to the failure, or supposed 
failure, of many American cities to get satisfactory results from 
public service corporations with which they have attempted to 
deal on the contract basis. 

One of two things appears to be inevitable. Either a system 
of really effective continuing public control over street railways 
must be developed or street railways are virtually certain to be 
municipalized sooner or later. Manifestly, therefore, it should 
be the part of those who look with disfavor upon the idea of 
municipalization to do what they can to assist in developing a 
system of control over street railways that will prove satisfactory 
to the public. 

In attempting to devise a system of effective public control, 
the important considerations are: (i) That adequate powers of 
control be reserved to the governing authorities to be exercised 
by such authorities in their discretion at any time; (2) that 
special machinery be created for the purpose of insuring the in- 
telligent exercise of such powers of control in the interest of the 
public. 

As has been said, franchise stipulations designed to insure 



22 STREET RAILWAY COMMISSION 

adequate service are not self executing. There must be some 
supervising body, whose special business it is to see that the things 
stipulated are actually done. Moreover, specific franchise stipu- 
lations cannot possibly cover all points in relation to service that 
may arise. The proper governing authorities should be able at 
any time to make such regulations, or to order such improvements 
in service, as the needs of the public may require. Therefore 
broad powers of control should be reserved to the governing 
authorities, to be exercised as need may arise. Section 6 of the 
proposed bill aims to reserve to city councils broader powers of 
control than are now possessed. If this bill should not become 
a law before the settlement of the pending franchise-renewal 
problem, the City Council by all means ought specifically to 
reserve such powers of control in any grant that may be made. 

Having reserved the right of control, special governmental 
machinery for the exercise of such right must be devised if the 
control is to be really effective and of benefit to the public. Chi- 
cago today has rights of control which are not exercised for the 
lack of any supervising body whose special business it is to 
recommend regulations for the improvement of the service and to 
see that existing regulations are properly enforced. 

What should this machinery be? Two plans or methods arc 
naturally suggested for consideration. One is the creation of a 
Commission to be entirely independent of the Council. The other 
is to have the desired machinery of control developed within the 
Council. The Street Railway Commission gives its approval to 
the latter plan. 

It would recommend that a new standing committee of the 
Council be created, to be known, perhaps, as the Committee on 
Local Transportation. This committee in many respects might 
well be modeled after the Track Elevation Committee. It should 
not be large in number. It should have regular quarters in the 
City Hall, which should at all times during business hours be 
open for receiving complaints concerning service from citizens, 
and for the imparting of information. This committee should 
have such expert and clerical assistants as might be required. 
These assistants should be under the protection of the civil 
service law, to the end that their tenure of employment should be 
permanent or during good behavior, in order that the city may 
have the benefit of their experience after they have become 
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familiar with the problems to be dealt with. The most important 
feature of this plan is the one providing that the Council, through 
its committee on this subject, should have at its service a per- 
manent force of experts to advise and assist it in dealing with 
the various problems of local transportation as they may arise. 

Naturally, too, this same committee, with its expert advisers 
and its mass of accumulated information and experience, is the 
one to which ordinances conferring the right to construct or 
operate street railways would be referred. This committee, act- 
ing for the Council, would be better qualified to conduct the 
preliminary negotiations with a private corporation over fran- 
chise terms than would a committee that is only occasionally called 
upon to consider street railway matters. The present plan of re- 
ferring street railway ordinances to one of three committees 
(Streets and Alleys, West, North or South, as the case may be), 
according to the part of the city in which it may be proposed to 
locate the road, is especially objectionable as tending to foster 
the sectionalism which it should be the object of a well considered 
street railway policy to obliterate. If the street railway systems 
of the city ought to be unified as far as possible, and the Commis- 
sion believes they should be, the City Council itself ought to take 
the first step in that direction, by having one committee to con- 
sider all street railway matters, rather than three committees, 
made up on strictly sectional lines, as is the case at present. 

ALL GRANTS SHOULD EXPIRE TOGETHER. 

In order for the city to control the situation satisfactorily it 
must be able to deal with the problem as an entirety at any given 
time, which it is not in a position to do when some outstanding 
grants expire at one time and some at other times. It ought to 
be the policy of the city in the future, therefore, to make pro- 
vision to have all grants expire at the same time. This is a 
matter of much importance. 

DURATION OF GRANTS. 

It was said at the opening of the discussion under this heading 
that the question of duration of grants was closely related to the 
problem of public control. The nature of that relation will now 
be considered. 

As has already been stated, efforts to control public service 
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corporations through contractual agreements generally have 
proven unsatisfactory wherever tried, whether in this country or 
in Europe. The Commission, in the plan recommended for the 
reservation of broad powers of control, hopes to secure better 
results than can possibly be secured through contract stipulations 
in the franchise with reference to service. But the Commission 
does not delude itself with the hope that the results under this 
plan will be entirely satisfactory and perhaps they may not in 
practice prove even approximately so. It is difficult to compel 
a corporation enjoying definite term rights in the public streets 
to do what it may desire for reasons of self-interest not to do. 
The only way for the city to be certain of its ability to exercise 
complete control over its public streets and over the means of 
transportation thereon is for it not to surrender beyond recall 
any rights of use or of occupation in such streets. The city can 
control completely only when it is in a position to terminate at 
any time the right of use claimed by any person or corporation 
that may choose to defy the will of the city in any respect. In 
other words, the grant terminable at any time at the will of the 
city authorities is the only kind under which the city can be sure 
of its ability to dominate the situation at all times. And it is 
precisely in the communities where that form of grant obtains 
that the best results generally are secured, and it is in such com- 
munities that the relations between the corporations and the pub- 
lic are the most satisfactory. We refer to the State of Massa- 
chusetts and to the city of Washington, D. C. 

In Massachusetts street railway grants do not run for any 
definite period. A company is simply granted a "location," that 
is, it is permitted to lay its tracks in a street. But the location 
may be revoked at any time. Until recently the power of revoca- 
tion rested absolutely with the local authorities, but the act has 
lately been amended so as to give the right of appeal to certain 
State authorities where the company may feel that it has been 
treated unfairly. But the principle of a grant revocable by the 
public authorities at will has not been altered. This power of 
revocation, it is true, has seldom been used, but its existence has 
served to keep the corporations on their good behavior at all 
times, and to keep the public authorities complete masters of 
the situation at all times. Moreover, capital has not been wanting 
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for Street railway enterprises in Massachusetts under these con- 
ditions. 

The only careful and thorough-going official study ever made 
in this country of the subject of the proper duration of street 
railway grants, so far as this Commission is aware, was that 
made by a Massachusetts committee, of which Mr. Charles Fran- 
cis Adams was chairman. The report of that committee, which 
was submitted to the Legislature of Massachusetts in February, 
1898, is so enlightening and instructive that lengthy extracfs from 
it are appended to this report. The Massachusetts committee, 
after an examination of the different varieties of grant in use, 
declared in favor of the continuation of the Massachusetts sys- 
tem of indefinite term grants. "In theory,'' it says, "such a fran- 
chise is to the last degree illogical." Yet it cannot be said, the 
Commission further adds, "that the system has for the half 
century it has been in use worked otherwise than on the whole 
satisfactorily." On the other hand, the term franchise, wherever 
its results were studied, the committee says, "has been productive 
of dissension, poor service, scandals and unhealthy political ac- 
tion." The committee adds: "There is probably no possible 
system productive of only good results and in no respect open to 
criticism; but, in fairness, the committee found itself forced to 
conclude that the Massachusetts franchise, which might, perhaps, 
not Improperly be termed a tenure good behavior, would in its 
practical results compare favorably with any. Certainly those 
results are as immeasurably as they are undeniably better than 
the results as yet produced in Great Britain." 

The important thing in the testimony of the Massachusetts 
committee is the assertion that the Massachusetts system of in- 
definite term grants has worked well in practice. It is important 
to know, too, that the system is satisfactory both to the compa- 
nies and to the municipalities, for at the hearings of the committee 
neither asked for any change in the form of franchise grant in 
this respect, except that the companies suggested some "par- 
tial measures of protection against possible orders of sudden, 
ill-considered or aggressive revocation." 

Turning to the city of Washington, we find this same indefi- 
nite term grant in use, with most satisfactory results. Washing- 
ton is one of the smaller cities of the country, and therefore does 
not furnish as profitable a field of operation from the street rail- 



26 STREET RAILWAY COMMISSION 

way manager's point of view as do the larger centers of popula- 
tion like Chicago, Philadelphia or New York. Nevertheless, 
Washington has the best street railway service of any city in 
the country and it has led most other cities in the introduction 
of improvements in service. 

In Washington franchise grants are conferred by act of Con- 
gress, and all grants are subject to alteration, amendment or 
repeal at any time, at the will of Congress. Under the power thus 
reservW Congress orders such improvements in service as it may 
deem desirable, and whenever it deems them 'desirable, and the 
orders are at once executed without parley or litigation. The 
overhead trolley was never permitted in Washington. When 
the underground trolley was shown to be feasible, Congress passed 
an act reading in part as follows :* 

"That the said Metropolitan Railroad Company be, and the 
same is hereby authorized, empowered and required to equip and 
operate the lines of its cars upon and along * * * with an 
underground electric system for the propulsion of such cars." 

Under this order Washington was the first city in the country 
to secure the underground trolley. 

Under the reserved power to alter, amend or repeal grants at 
will Congress has required different companies to make arrange- 
ments for issuing transfers from the line of one company to those 
of another, and it has also required different companies t6 use 
certain tracks in common where the public interests would be 
served by such an arrangement. 

In framing franchise legislation for Porto Rico Congress made 
provision for this same form of indefinite term grant, f 

In view of the fact that the indefinite term franchise has 
worked so well in practice, it may be in order to question the 
statement of the Massachusetts committee that found in favor 
of this form of grant that "such a franchise is to the last degree 
illogical." Things that are illogical usually do not work well, in 
the long run at least. The fact that the indefinite term franchise 

♦Section 2 of an act to authorize the Metropolitan Railroad Company to 
change its motive power for the propulsion of the cars of said company. 
Approved August 2, 1894. 

f See text of the Porto Rican franchise legislation in the appendix to 
this report. 
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has actually produced such satisfactory results in practice must 
lead one to inquire if it is not really correct in principle, despite its 
seeming illogical character. 

As the Massachusetts committee very clearly and very cor- 
rectly points out, the street car, in evolutionary development, is 
"nothing more nor less than an improved wnnibus, and the tram- 
way a special feature in the pavement of the public way; a 
feature adapted, it is true, to the car's special use, but not neces- 
sarily excluding from general use the portion of the street in 
which it is laid. This is all the street railway was fifty years ago, 
when first laid ; . it is all it is now — ^an improved line of omnibuses, 
running over a special pavement. If this fact be firmly grasped 
and borne constantly in mind, the discussion, and the principles 
underlying it, are greatly simplified. The analogy throughout is 
with the omnibus line, and not with the railroad train ; with the 
public thoroughfare, and not with the private right-of-way. 
Upon this distinction, indeed, all the questions now to be dis- 
cussed, whether of taxation or of franchise privilege and obliga- 
tion, will be found to turn." 

Now, the omnibus is operated under a license that gives no 
right as against the authority granting the license that cannot be 
altered or taken away at any time. All would concede the un- 
wisdom and impolicy of making the license for the omnibus a 
binding contract for a definite period of time that could not be 
altered or revoked by the granting authority, no matter how con- 
ditions might change, and no matter how arbitrary and overbear- 
ing the manager of the omnibus line might be in his dealings with 
the public. And yet the indefinite term grant or revocable license 
for the street car, which is only an improved omnibus, is con- 
ceived to be illogical. We cannot think that it is so. On the con- 
trary, the indefinite term grant is nearer in accord with the correct 
principle than is the term grant. 

Because of the great outlay involved in establishing a street 
railway system, it is said, the owners of such property ought to 
have some assurance that their property value will not be de- 
stroyed by some hasty act of revocation. And so they ought. 
But the assurance should be that, if their rights to use the streets 
be revoked, their property suitable to and used for street railway 
purposes should be taken off their hands at a fair valuation ; not 
that they should be privileged to remain in undisputed possession 
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of the public streets for a definite period of time, whether they 
serve the public well or ill 

The Street Railway Commission believes that the definite 
term grant, whatever its duration, is open to serious objections. 
It is of opinion that a grant of indefinite duration but subject to 
termination at any time upon certain conditions, one of which 
should be the taking of the property of the grantee at a fair val- 
uation, would be productive of much better results. But this 
idea is so much at variance with commonly accepted views in this 
State concerning franchise grants, and would mark such a radical 
departure from present policy, that the Commission has hesitated 
to do more than to commend the idea to public favor. It has not 
sought to incorporate the idea into the draft of the bill herewith 
submitted. As a modification of this idea, however, and as a 
means of controlling the situation in the interest of the public,, 
the Commission would recommend that grants hereafter made 
contain a provision giving the city the right to terminate the grant 
and to take over the property at an appraised valuation at the end 
of every five year period. This provision should be inserted pri- 
marily with a view to its use only in case public dissatisfaction 
with service and conditions should be so great as to make a 
change in management imperative. With such a provision in 
the grant there is much less likelihood that there would be cause 
for public dissatisfaction. 

The Commission has not thought it wise to make any change 
in the term named by the present law, twenty years, for which 
street Railway grants may run. But it has sought to define some- 
what more clearly the status and rights of the parties to the trans- 
action (the company receiving the franchise on the one side and 
the local authorities granting the same on the other side) at the 
expiration of any grant hereafter made. The provisions of the 
bill in this respect have reference only to future grants and da 
not apply to outstanding grants which were given and received 
under the existing law. The bill stipulates (Section 12) that the 
authorities making the grant shall have the right at the expiration 
of the grant to take over the property of the grantee at a fair 
valuation. More than that, the company holding the grant is 
given some rights as against the local authorities, as will be seen 
by further perusal of Section 12 of the bill. This feature is an 
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important modification of the twenty year term limitation in the 
direction of the indefinite term grant, heretofore discussed. 

The language of that portion of Section 12 which prescribes 
the method for determining the valuation of street railway prop- 
erty to be taken over by the public authorities is taken bodily 
from the British Tramways Act. That language has been ad- 
judicated by the highest courts of Great Britain and has been 
interpreted (British Law Reports, 1894, A. C. 456) to meart 
substantially that cost of duplication less depreciation is to be 
taken as the basis for determining valuation. In taking over the 
language of the British statute the British judicial interpretation 
of the language would naturally be accepted too, and presumably 
our courts would follow the British decisions, should the lan- 
guage in question become the subject of litigation. 

MUNICIPAL OWNERSHIP. 

The bill as drafted and presented by the Commission gives to 
cities the power to own and operate street railways. It does not 
follow from this, however, that the Commission favors the early 
adoption by Chicago of the policy of municipal ownership and 
operation. In fact, the Commission is quite distinctly of the 
opinion that it would be unwise for the city of Chicago to attempt 
at the present time to operate its street railways. Nor has the 
Commission any notion that the people of Chicago, if given the 
opportunity through the referendum to express themselve§ upon 
the subject, would at present favor municipal operation. What 
the decision of the people might be upon this proposition at some 
future time and under different circumstances can only be a matter 
of conjecture. But if in the future the people, for reasons that 
should seem sufficient to them, should desire to operate the street 
railway system, they should have the power to do so. To guard 
against the experiment ever being entered upon without due de- 
liberation the bill presented provides that no city shall undertake 
to operate street railways unless the proposition to operate shall 
first be submitted to popular vote and approved by four-sevenths 
of those voting thereon. 

In the discussion of this general topic the distinction between 
municipal ownership without operation, and municipal ownership 
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and operation, should be kept clearly in mind, for the proposi- 
tions are plainly separable and distinct and are quite different in 
their nature. The Commission favors municipal ownership of 
roadbed and tracks and of whatever may form a part of the public 
street, without municipal ownership of rolling stock or municipal 
operation, at the earliest practicable time. 

The custom of having street railway companies pave between 
their tracks and for a short distance either side may have had a 
justification in the days of horse cars, but it is a source of dis- 
satisfaction at the present time. Divided control over street 
improvements is to be deplored, for numerous reasons. Either 
the company should pave the entire street, from curb to curb, or 
the city should do all the work of paving and repairing the street. 
The car rail is only a special form of street pavement, designed 
for a particular kind of vehicle. Therefore, if the city is to do 
all the street paving, it may very properly lay down all car rails, 
too, as a part of the permanent street improvement, collecting for 
the use of the same a rental or license charge from the owner or 
owners of the particular kind of vehicles, namely, street cars, 
that alone make use of this special part of the street paving. 

The power to own and operate street railways is given to cities 
in the bill submitted not alone because exigencies might arise 
which would make desirable the exercise of such power, but even 
more because the having of such power in reserve to be used in 
case of need would put the city in a much more advantageous 
position in its dealings with private corporations. For some in- 
structive comments on the value of such reserved power, for pur- 
poses of negotiation and control, the reader is referred to articles 
included in the appendix to this report, one being an editorial 
from Engineering News and American Railway Journal, the 
other an editorial from the Chicago Tribune, 

It may not be out of place in this connection to make some 
general observations concerning the policy of municipalization. 
There are those who pretend to settle this question, either for or 
against, by appeal to certain supposed fundamental principles 
which are held to be decisive in favor of the views of the partic- 
ular theorist or doctrinaire who puts them forth. One group 
contends that municipalization is the only right policy; that any 
other course must be condemned as wrong under all circum- 
stances. On the other hand is a group, made up to a considerable 
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extent of men of practical business success, whose business ex- 
perience may lead them instinctively to question the expediency 
of municipalization, who seek to fortify their opposition to the 
policy by appeal to what they imagine are principles of economics 
or of government. The custom of denouncing the policy of 
municipalization as socialistic is but putting the same appeal into 
indirect and covert form. 

Now, this Commission makes bold to assert that there are no 
recognized principles either of economics or of government that 
may properly be appealed to as decisive of this question, either 
one way or the other, under all circumstances. Moreover, there 
are few, if any, recognized authorities of the first rank, either in 
the field of economics or of government, who will contend that 
there are. The question is one, not of principle, but of policy or 
of expediency, and questions of policy are to be determined largely 
by the particular circumstances or conditions existing where it 
may be proposed to put the policy into effect. In other words, 
as between municipal and private management, that policy is best 
which on the whole gives the best results; and as between two 
permissible policies, the city should be permitted to adopt that 
which it may deem the better. 

The point of these observations is this: The Legislature, in 
considering the bill herewith presented, is not called upon to decide 
whether the policy of municipalization for any given city is ex- 
pedient. The Legislature ought to give the power to municipalize, 
leaving every city to decide for itself, according to the conditions 
there existing, whether or not it be wise to exercise the power, 
and to what extent. 

For the light which they throw upon this point, there are 
reproduced in the appendix to this report two articles appearing 
in the Independent of May 6, 1897; one by Dr. Albert Shaw, 
editor of the Review of Reviews and a recognized authority upon 
the subject of city government ; the other by J. Laurence Laugh- 
lin, professor of political economy in the University of Chicago, 
and a leader of the conservative school of economics. Dr. Shaw 
is inclined to favor the policy of municipalization for American 
cities, while Prof. Laughlin gives his preference to the policy of 
private management. But the writers agree that there is no ac- 
cepted principle that is decisive of the question one way or the 
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Other. The question, according to Prof. Laughlin, is chiefly 
dependent for its decision "upon expediency and local conditions." 

The Legislatures of progressive States are rapidly coming to 
recognize and concede the right of cities to determine these ques- 
tions for themselves. Most city charters of recent adoption confer 
the power, either immediately or ultimately, to own and operate 
railways. The Greater New York charter authorizes the city to 
acquire and operate street railways at the expiration of any grants 
hereafter made. The new charter of Baltimore follows the Greater 
New York charter in this respect. While the new charter of the 
city and county of San Francisco goes even further and declares 
it "to be the purpose and intention of the people of the city and 
county that its public utilities shall be gradually acquired and ulti- 
mately owned by the city and county." To this end the requisite 
powers are given by the charter. 

Congress, in its franchise legislation for Porto Rico, has rec- 
ognized that the policy of public ownership may under some 
conditions be desirable by stipulating that grants to public service 
corporations shall provide "for the purchase or taking by the 
public authorities of their property at a fair and reasonable val- 
uation."* 

Recent examples of public ownership are furnished by Boston 
and New York, both of which cities own but do not operate the 
subways or underground roads recently completed or now under 
construction. 

If it be conceded that Chicago may desire to municipalize the 
street railway system at any time within, say, the next twenty 
years, or if it be desired to incorporate into the ordinance renew- 
ing grants that are to expire in 1903 provisions for city purchase 
at the expiration of the next grant, legislation permitting the city 
to acquire street railways should be secured before the renewal 
ordinances are granted. Otherwise a purchase clause inserted in 
such renewal ordinances may prove of no value to the city when 
the time comes to exercise the supposed right of purchase. 

The first ordinance under which a street railway line was 
constructed in Chicago, granted by the City Council in 1858, con- 
tained provisions looking to purchase by the city at the expiration 



♦See the text of the Porto Rican franchise legislation in the appendix 
to this report. 
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of a period of twenty-five years, or in 1883. When the time came 
for the exercise of this right of purchase, the situation was com- 
plicated in several ways. For one thing, it was claimed that the 
Legislature, by the act of 1865, had postponed to ninety-nine 
years from 1858 the right of purchase g^ven by the ordinance of 
1858. Moreover, the Legislature has never authorized cities to 
acquire street railways, so that the right of purchase, if valid as 
against the company, could not be exercised by the city for lack 
of power. But these considerations aside, Mr. Francis Adams, 
the then Corporation Counsel, in an opinion delivered to the City 
Council July 23, 1883, and concurred in by Mr. Julius Grinnell, 
the then City Attorney, held that the purchase provisions of the 
ordinance of 1858 were absolutely void and of no value to the 
city. Following is an excerpt from that opinion bearing on the 
point in question :* 

"First, were Sections 10 and 11 of the ordinance of August 
16, 1858, valid when passed, in so far as they relate to the purchase 
of the railways; and if not, have they been validated by subse- 
quent legislation ? 

"The answer to this question depends upon whether the city 
of Chicago, at the date of the passage of the ordinance, had power 
l)y its charter, or any law of the State, to contract for the purchase 
of a railway, with its appurtenances. A municipal corporation 
is the creature of law ; it exists and acts only by virtue of law. 
The power which the law confers upon it, either in express words 
or by necessary implication, it may exercise. When it attempts 
to exercise powers not so conferred, such attempts are abso- 
lutely null and void. The rule of construction of public and 
private charters is the same, and is, that the corporation can exer- 
cise no power not granted in express words or by necessary 
implication. 



"Neither the charter of the city, nor any law of the State, in 
force August 16, 1858, conferred upon the city either in express 
Avords or by necessary implication, the power to purchase or con- 
tract for the privilege of purchasing a street railway. I have, 
-therefore, no doubt that Sections 10 and 11 of the ordinance, in 



*See Chicago City Council Proceedings for 1883-4, page 80. 
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SO far as they provide for the purchase of the railways, were, ai 
the date of their passage, ultra vires and void. 

^g %i^ ^^ ^^ ^^ ^t» >{> 

#f% Jk^ ^V^ ^m^ ^¥^ ^W^ ^^ 

"No lawyer having the least familiarity with the law govern- 
ing municipal corporations will contend for a moment that the 
power to impose terms and conditions upon street railway com- 
panies, in and by ordinances granting them the right to construct, 
maintain and operate railways, includes the power to contract 
for the purchase of the railways. Such power must be granted 
in express words or must exist by necessary implication (that is> 
it must be necessary to the exercise of an expressly granted 
power), or it must be essential to the declared objects and pur- 
poses of the corporation, 'not simply convenient but indispensa- 
ble.' " 

From which it appears that the city of Chicago, if it desires 
to be able to make Valid contracts for the purchase of street rail~ 
ways at the expiration of any franchise grants hereafter made, 
should hasten to secure enabling legislation authorizing the in- 
sertion of a purchase clause into such grants, before any more 
important franchise ordinances are passed. Especially ought this 
legislation to be secured before the passage of ordinances renew- 
ing the grants which are to expire in 1903. 

The method of financing is, of course, an important considera- 
tion in connection with any project for municipal ownership. The 
Commission, in the bill presented, has forbidden the issue of 
bonds against the credit of the city for the purpose of acquiring 
street railways. Instead it has made provision for the issue of 
bonds or certificates of indebtedness payable solely out of the 
revenues to be derived from the street railways. As security for 
the payment of bonds or certificates so issued, a city may give a 
mortgage or deed of trust covering the street railway property 
and a franchise grant of the right to operate, if sold under fore- 
closure proceedings, such franchises to run for a period of not 
exceeding twenty years. 

Two considerations may be urged in favor of this plan of 
raising funds, as opposed to the plan of borrowing against the 
credit of the city. 

The first is that these bonds or certificates, not being an obli- 
gation or liability of the city which the taxpayers can be calledl 
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upon to pay, may be issued in disregard of the constitutional 
limitation upon the power of the city to incur indebtedness. 

The second is that under this plan the credit of the city cannot 
be exploited for the purpose of engaging in undertakings that 
might prove financially disastrous and therefore ultimately a 
grievous burden upon the taxpayers. 

The chief disadvantage of the plan, which the Commission does 
not deem one of prime importance, is that the rate of interest on 
funds raised in this manner must be somewhat higher than it 
would be were the credit of the city pledged to the payment of the 
bonds or certificates put forth. 

It is frequently asserted that the franchise of a public service 
corporation, which it derives from the public, is its most vakiable 
asset. If such really be the case, and it sometimes undeniably 
is the case, why should not the city, by mortgaging the franchise, 
instead of granting it to a private corporation, thus secure the 
needed funds with which to construct or acquire the street rail- 
way? Private corporations operating under franchise grants 
sometimes borrow upon the franchise the entire amount needed 
for construction -purposes. If a private corporation can thus raise 
all needed funds, without other security than the franchise and the 
plant to be constructed, why cannot the city do the same ? 

The Chicago Union Elevated Loop will serve as a good illus- 
tration of the point under consideration. All the money for 
floating that undertaking was secured by loans. After securing 
the franchises, the promoters of the loop undertaking made pro- 
vision for the issuance of bonds to the face value of $5,000,000, 
and of stock to the same amount. These securities were not 
offered to the public in the open market by the promoters, l)ut 
they were turned over to the construction company representing 
the same interests as the promoters. The bonds and stocks have 
3ince found their way on to the market, the prevailing price of 
the bonds being about 108, and of the stock about 90. Thus the 
market value of the loop securities outstanding is about $10,000,- 
000. No one except the promoters knows the cost of the loop, 
as no information upon that subject has been made public, but 
according to the most liberal estimates the entire cost of floating 
the undertaking, including the cost of building all four sides of 
the loop structure, the cost of purchased frontage consents and 
the amount set aside for the satisfaction of possible damage suits 
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for injuries to abutting property, could not have equaled the face 
value of the bonds issued, or $5,000,000. As the cash value of 
the loop securities outstanding is twice that amount, the elevated 
loop franchises represent a gratuity to the promoters of not less 
than $5,000,000. 

Now, the Elevated L(3op is an undertaking admirably adapted 
to municipal ownership. An income of more than the amount 
needed to meet interest charges on bonds is absolutely assured by 
the leases with the operating companies that use the loop. The 
expenses of maintenance are light, and the owner is not called upon 
to operate. 

Had the city possessed the power to do so, we have little 
doubt that under the plan of raising money for street railway 
purposes provided for in the bill, the city could have borrowed 
all the money needed for the construction of the Elevated Loop, 
and would now have in its possession a very valuable revenue- 
producing property. 



IV. 



REFERENDURL 



The provisions relating to the referendum in the proposed 
bill are self-explanatory and therefore do not call for much 
comment. It is the opinion of the Commission that the deci- 
sion of important questions of street railway policy may very 
properly and very profitably be left with the people themselves, so 
far as such a course may be practicable. It is therefore provided in 
the bill that the local authorities may submit to popular vote any 
proposition or ordinance relating to street railways. 

It is sometimes contended that the law should require every 
ordinance of the city council conferring franchise rights to be 
submitted to popular vote. Such a provision of law, the Commis- 
sion believes, would make it the duty of the people to pass direct 
judgment upon a considerable number of ordinances of compara- 
tively minor importance with which they would rather not be 
bothered. It is only the most important measures upon which the 
people are likely to desire a chance for the direct expression of 
their wishes, and that opportunity for direct expression of the 
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popular will the Commission has aimed to give by the provisions 
of Section 8, which requires submission to popular vote of certain 
ordinances in case a specified proportion of the voters shall ask for 
such submission. 



V. 



PUBUaTY. 



The provisions of the proposed bill relating to accounting 
and publicity are based upon the conception that the street 
railway business is a public business, and that therefore the 
affairs of companies entrusted with the management of such 
a business should be open and known to the public to the same 
extent as if the business were managed by the public directly. 
In line with this conception, the Commission, in the bill presented, 
has made substantially the same plans for accounting and pub- 
licity applicable to street railway companies and to municipalities 
that may either own or operate street railways (Sections 22, 23, 
24, 27 and 28 of the proposed bill). 

The city is sometimes said to be a partner in the street railway 
business* It furnishes what is oftentimes the most valuable part 

of the assets, namely, the franchise. Yet when it comes to re- 
newing the partnership agreement the city, under present ar- 
rangements, is not able to act intelligently because the main 
facts necessary to intelligent action are kept from it. 

The bill requires annual reports covering the important fea- 
tures of street railway operation and management. But a system 
of publicity through reports, to be satisfactory, must be based 
upon a proper system of accounting. Therefore the Commission, 
in the bill presented, has also provided that accounts shall be kept 
in a uniform manner upon a system to be prescribed by public 
authorities. In the main, this provision is modeled after the 
Massachusetts law upon the same subject. The provision for 
uniformity will give the published reports a value for purposes of 
comparison that they otherwise would not possess. 

After consideration of the subject, the Commission arrived 
at the conclusion that it would be best, on the whole, to make 
the State auditor the officer for receiving reports and for pre- 
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scribing and supervising methods of accounting. In this way 
uniformity over the entire state can be secured. Publicity is 
desirable not alone for railways operating entirely within the 
limits of a municipality. Street railways connecting cities and 
towns are growing rapidly in number and such railways are becom- 
ing a factor of ever increasing importance in the rural life of the 
state. Therefore the state ought to be possessed of information 
concerning these railways that will enable it to deal intelligently 
with problems concerning them whenever the necessity may arise 
for legislation. The needs of local authorities for information 
concerning local railways are not overlooked, however, for the bill 
requires companies operating railways within any municipality 
to file with the financial officer of such municipality a duplicate 
copy of the report transmitted to the State Auditor. Moreover, 
the financial officer of the municipality, for the purpose of verify- 
ing the accuracy of such report, is given the same right to examine 
the books of the company as by the bill are given the State 
Auditor. 



VL 



CONTROL OF CAPITALIZATION. 

Over-capitalization is a favorite device for concealing large 
profits. The putting on the market of large quantities of watered 
securities is objectionable, too, as introducing complications 
which it is better to avoid. The Commission is strongly of the 
opinion, therefore, that provision should be made by law to 
prevent, if possible, excessive over-capitalization by street rail- 
way companies. 

To accomplish this object, something more is necessary than 
a mere declaration of law against over-capitalization. The con- 
stitution of Illinois contains a provision (Article XI, Section 9) 
designed to prevent stock watering, but it has proven of com- 
paratively little value. In order to prevent over-capitalization 
there must not only be a law against it, but there must be adminis- 
trative machinery of some sort to pass upon all bond and stock 
issues to see that the law is complied with before the securities 
are put out. Massachusetts has such special administrative 
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machinery and the results of its operations appear to be fairly 
satisfactory, as is attested by the following excerpt from the 
report (page 37), made to the Massachusetts Legislature in 
February, 1898, by the special committee on street railways: 

"The laws of Massachusetts as to capitalization have been 
strictly drawn and rigidly administered, nor has any evidence 
been adduced showing that they have been peculiarly ineffective. 
On the contrary, using round numbers only, the capitalization 
per mile in stock and bonds ($46,000) is less in Massachusetts 
than the average ($49,500) in the New England states, not a third 
of what it is in New York ($177,800) or half what it is in Penn- 
sylvania ($128,200), less than half what it is ($94,100) in the 
United States as a whole; and it is less than in Great Britain 
($47,000)." 

In this connection some figures concerning the capitalization 
of the principal Chicago companies may be interesting. The report 
of the Illinois Bureau of Labor Statistics for 1896, which dis- 
cussed at considerable length the subject of street railway capital- 
ization, gave the following (see page 47 of the report) as the 
mileage and capitalization of the three great companies at the close 
of 1896: 

Outstanding Total 
Mileage. Obligations. per mile. 

Chicago City Ry. Co 184.22 $16,619,500 $ 90,216 

N. Chicago St. R. R. Co loi 14,780,900 146,346 

West Chicago St. R. R. Co 202.62 30,291,900 149,500 

Totals 487.84 $61,692,300 $126,460 

Since 1896 mileage and capitalization have both increased, so 
that new calculations will be necessary to determine the present 
capitalization per mile. The Chicago City Railway Company 
has a mileage of 205.48. The par value of the stock outstanding 
is $13,500,000. The bonds outstanding amount to $4,619,500, 
making a total capitalization of $18,119,500, which would be 
$88,172 per mile. 

The North Chicago Street Railroad Company and the West 
Chicago Street Railroad Company about a year ago were merged 
into the Chicago Union Traction Company, which company, with- 
out creating any new mileage, has added $32,000,000 of stock to the 
amount already resting upon the mileage of the West and North 
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Chicago systems. The total bond and stock obligations of the 
north and west side systems assumed by the Union Traction 
Company, less stock in the treasury of the Union Traction 
Company, are given by the Investor's Manual for May 5, 1900, 
as follows: 

Total West Chicago Bonds and Stocks $29,201,200 

Total North Chicago Bonds and Stocks 13,913,900 

Total $43,115,100 

Adding the $32,000,000 stock of the Union Traction Company 
makes the total capitalization $75,115,100. The mileage of the 
West Chicago system is 202.70; that of the North Side system, 
94.33. The total mileage for the two systems is, therefore, 297.03. 
According to these figures, the capitalization resting upon the 
tracks of the West and North Chicago systems after merger 
into the Union Traction Company would be $252,912 per mile. 

But the Union Traction Company, through an operating 
agreement, also controls the lines of the Consolidated Traction 
Company, which has a mileage of 205.71. (The mileage figures 
here given are all on the single track basis.) Perhaps it would 
be better, therefore, as a means of getting the present capitaliza- 
tion per mile, to spread the total capitalization over the 502.74 
miles of single track, by taking into calculation the mileage of the 
Consolidated Traction Company, as well as that of the North 
and West Side systems, more directly controlled by the Union 
Traction Company. 

The Consolidated Traction Company has issued stock to the 
amount of $15,000,000, but as that stock is held in trust for the 
Union Traction Company it will be left out of these calculations. 
There is one issue of bonds outstanding, guaranteed by the Union 
Traction Company, of $6,750,000. Other bond obligations out- 
sitanding amount to $5,435,000, making a total of $12,185,000. 
This amount applied to the mileage of the Consolidated Traction 
Company alone, 205.71, would make a capitalization per mile 
of $59,237. Adding to the amount heretofore obtained, $75,115,- 
100, the $12,185,000 outstanding bond obligations of the Consoli- 
dated Traction Company, and dividing the sum — $87,300,100 — 
by the total mileage controlled by the Union Traction Company 
— 502.74 — there is secured a quotient of $173,644, which may 



I 
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be said to be the capitalization per mile of the lines controlled 
by the Chicago Union Traction Company. 

Whatever the basis of figuring, therefore, the West and North 
Side systems show a considerable recent increase of capitaliza- 
tion per mile. 

To return to consideration of means of preventing over- 
capitalization. Massachusetts seems to have accomplished the 
object in view with a fair degree of satisfaction by requiring 
all bond and stock issues to be approved by designated public 
authorities. The Commission has aimed in a general way to 
follow the Massachusetts plan. Section 25 of the proposed bill 
prohibits excessive over-capitalization and the State Auditor, 
the Attorney General and the State Treasurer are constituted a 
board to pass on stock and bond issues to see that the prohibitions 
of the law are recognized. 

The manner of constituting this Board was a matter which 

the Commission did not find easy of solution. As the duties of 
such a board will not be onerous it seemed undesirable to create 

entirely new offices. In Massachusetts the duty of passing upon 
stock and bond issues of street railway companies is made to 
rest with the State Railroad Commission. The Street Railway 
Commission was averse to recommending the adoption by Illinois 
of this feature of the Massachusetts law because of the fear that 
such a recommendation might be made use of as a dangerous 
precedent for giving the Illinois Railroad Commission. an amount 
of control over street railways in other respects that would be 
objectionable to popular sentiment in the cities of this state. On 
the whole, therefore, it was deemed the most advisable course 
to vest in the state officers indicated the duty of passing on 
stock and bond issues with a view to preventing over-capitali- 
zation. The Auditor, as one of the members of this board, will 
have in his possession the information concerning street railways 
of the state that may be requisite to the passing of correct 
judgment on the issues presented. 

VIL 
FRONTAGE LAW. 

The existing frontage consent law (embodied in the City 
and Village Act, clause 90 of section 62, Kurd's Revised Stat- 
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utes) seems to require modification in some respects. Front- 
age consents should be required only when it is first sought 

to lay down tracks upon a street. Where a railway is in 
operation upon a street no such consents should be necessary 

to the granting of an ordinance to continue the use of such a 

street for railway purposes. Probably the existing law would not 

be interpreted to require consents for such purpose, but it is 

well to have all doubt removed by making the language of the law 

clearer in this respect, which the Commission has aimed to do 

in the draft of the bill presented. (Section 7.) 

According to the theory of the frontage consent law the prop- 
erty owner is a trustee for the public. It is expected that he will 
give his consent freely if the road is needed, and that he will with- 
hold his consent if a proposed railway is not in the public interest. 
In practice, however, this theory frequently is out of harmony 
with the actual facts. Sometimes the abutting property owner, 
for personal considerations, gives his consent without any regard 
whatever to public interests. In some instances, too, stubborn 
property owners, by withholding consent, may block the construc- 
tion of a road for which there is an imperative public need. 
While the wishes of the abutting property owner are deserving 
of consideration, his right to object to the construction of a 
street railway which the public welfare may require should not 
be absolute and unqualified. Other states with frontage laws have 
found some, such modification to be necessary. In New York*, for 
example, when the abutting property owners refuse their con- 
sent to the construction of a street railway, it is possible to 
override their objection by appeal to the courts. The court, 'On 
petition, appoints three commissioners to investigate and report 
whether the public welfare would be served by the construction of 
the proposed road. If the commission finds in the affirmative, the 
road may be built, notwithstanding the objections of the abutting 
property owners. 

The custom of entrusting administrative duties to the courts is 
open to objection. Therefore, the Street Railway Commission, 
instead of following the New York plan for accomplishing the 



* Section 4 of an Act of New York passed May 6, 1884, entitled "An 
Act to provide for the construction, extension, maintenance and operation 
of street surface railroads and branches thereof in cities, towns and vil- 
lages." 
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object in view, has simply provided that frontage petitions shall 
not be required for the passage of any ordinance that may 
be approved by popular vote. It would seem that if the peo- 
ple of the entire city favor a railway upon a given street, their 

wishes should govern. On the other hand, it is believed that 
the people at large can be depended upon not to do wanton 
injury to any street or neighborhood by inflicting upon it a 
needless railway. 

There are instances in which petitions several years old have 
been made the basis for ordinances against the protest of the 
property owners, who had signed originally when conditions 
may have been quite different. To guard against repetition of 
abuses of this kind the proposed bill provides that no petition 
of property owners shall be valid, any of the signatures in which 
were obtained more than two years before the passage of the 
ordinance. 



vm. 



LABOR POUCY, 

The Street Railway Commission is strongly of the opinion 
that, when the time comes for the passage of franchise renewal 
ordinances, the City Council should insert provisions designed 
to prevent interruptions of service through strikes or lock- 
outs. As the bill submitted is in the nature of enabling leg- 
islation, it was not deemed necessary to incorporate therein 

any specific provisions relating to labor. The authority given 
the City Council to impose terms and conditions is sufficient to 
warrant the incorporation into a franchise grant of such terms as 
to labor as the Council may favor. 

European and Canadian cities very commonly insert in fran- 
chise grants stipulations concerning the maximum length of the 
working day and the minimum wage for employes. In some 
instances other provisions in the interest of employes are inserted. 
The most elaborate provisions of this kind with which we are 
familiar are those made by the City of Paris for the benefit of 
employes on the new Paris system of subways, or underground 
roads. A summary of these provisions will be found in the 
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address of Prof. James on the Paris Subways, in the appendix 
to this report. 

As a rule, franchise grants by American cities are silent on the 
matter of labor conditions. One of the recent Detroit franchises 
is an exception to the general rule in that it stipulates that employes 
shall not be obliged to work more than ten hours a day. In 
some instances, however, states by legislation have attempted to 
regulate the hours of employment for labor of this kind. Legis- 
lative enactments requiring the vestibuling of cars in winter ana 
other measures of similar kind indicate a growing disposition 
on the part of the public to consider the welfare of this special 
class of labor. 

Considerations of humane regard for the welfare of those who 
toil have their weight in support of measures of this kind, but 
these measures are justified primarily on quite different grounds. 
Fair treatment of street railway workers is demanded by the public 
primarily as a means of insuring efficient and continuous service, 
free from the interruptions that are likely to grow out of contro- 
versies over labor conditions between the employing corporation 
and dissatisfied employes. Recent street railway strikes in other 
cities have emphasized the importance of doing whatever may 
properly be done to guard against the possibility of similar inter- 
ruptions of service here. 

The Street Railway Commission is of the opinion that the 
best way* to accomplish the object in view would be to insert in 
all future franchise grants a provision requiring the company, 
in case of a disagreement with its employes that threatens to 
interfere with service, to submit the same to arbitration and to 
abide by the decision of the arbitrator. This would be a system 
of arbitration compulsory upon the company and not upon the 
men, it is true. But in the opinion of the Commission this fact 
does not constitute a valid objection in this case, as it would if 
the attempt were to be made to apply the same system to indus- 
trial disputes generally. The city has no direct dealings with 
the employes which give it warrant to require special things of 
them. But the company comes to the city as a seeker for privi- 
leges, and as the city may grant or withhold the privilege at will, 
so it may properly grant the privilege subject to conditions, and 



* Aid. Mayor and Aid. Jackson do not concur in this recommendation. 
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one of those conditions may properly be an agreement upon the 
part of the recipient company to submit disputes with its employes 
to arbitration. It is as competent for the city to exact such an 
agreement from the company, as a condition of the grant, as it is 
for the city to exact compensation, or to require the company to 
carry policemen and firemen free, or to do a number of other 
things which the city does require of street railway companies 
but not of ordinary industrial corporations. 

Now, as to the practical operation of this plan. If the com- 
panies always stand ready to arbitrate, there is very little likelihood 
of interruption of service as the result of street car strikes. Street 
car strikers cannot win a contest in which they are not supported 
by public sentiment and public sentiment would be almost unani- 
mous against a group of street railway employes who would go 
on strike without first seeking a settlement by arbitration, when 
such a remedy should be open to them. There is every likelihood 
that the street railway employes would be glad to make use of 
arbitration as a means of adjusting grievances. There is every 
likelihood, therefore, that a system of arbitration compulsory 
upon the company receiving the grant would remove most of 
the danger of interruption of service through strikes or lockouts. 

Continuous service is the thing above all others which the 
public must have from its transportation agencies. If the city 
itself were managing the street railway system employes would 
be treated in such a manner as to insure a service free from inter- 
ruption on account of strikes. In so far as fair treatment of 
employes may be necessary to continuous service, private corpora- 
tions operating street railways under a franchise from the city 
should be required to treat employes as fairly as the city itself 
would treat them were it their direct employer. 

The Commission is prepared at this time to outline only the 
general features of the plan which it recommends. Before the 
time shall come for action upon important franchise renewal 
ordinances the Commission hopes to have the details of the plan 
worked out. 

MOTIVE POWER. 

Motive power is one of the subjects which the Commission 
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was instructed by the resolution creating it, to investigate. 
The Commission has been able thus far to consider this ques- 
tion superficially only. The subject calls for further study and 
investigation by engineering experts. The Commission would 
recommend that the City Council, in the next appropriation ordi- 
nance, include an item for this purpose. 

The overhead trolley with which the people of Chicago are 
familiar answers very well for the less thickly settled parts of 
the city, but it is for several reasons an objectionable form of 
motive power for the populous areas. In view of the fact that 
some other and more desirable forms of motive power seem to 
be practicable the Commission is of the opinion that the overhead 
trolley ought not to be permitted in the central business district. 
Just as soon as the managers of companies entering the downtown 
district understand that the opposition of the city to the overhead 
trolley in that district is unrelenting they will be willing to adopt 
a more desirable method of propulsion. The experience of New 
York is enlightening upon this point. The authorities there 
simply would not permit the stringing of overhead trolley wires, 
even w^hen the alternative seemed to be long continued use of 
horsecars. As a consequence street railway development in New 
York City seemed belated for a time and the service was poorer 
than in cities that admitted the overhead trolley. But New York 
City is now reaping its reward. The principal lines of the city 
either have been or are rapidly being equipped with the under- 
ground trolley and extensive practical experiments are being 
made with compressed air as a motive power on New York lines. 

The underground trolley is in successful operation in New 
York and Washington, as well as in several European cities. The 
London County Council recently had an investigation made by an 
engineer, Mr. J. Allen Baker, whose recommendation was in favor 
of the tmderground trolley. A like investigation for Birmingham, 
England, led to a similar recommendation as to motive power for 
that city. Following is an extract from the report to the London 
County Council, which was submitted Oct. 15, 1898: 

"With the examples of Washington, the capital city of the United 
States, and New York, its commercial metropolis, on one side of the 
Atlantic, and Paris, Edinburg, Birmingham and other cities on this side, 
in which the overhead has been prohibited and other forms of mechanicaF 
traction have been successfully installed, it becomes a gr^ve questiom 
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as to whether the trolley wire should be permitted in any of our London 
streets. No one would think of advocating it for the busier streets or 
the more central parts of the metropolis, and whilst it might possibly be 
put up without serious disadvantage (except its unsightliness) in some 
of the suburban streets, any economy in the first installation would be 
largely counterbalanced by the inconvenience of having to change from 
one system to another on the same routes and necessitating all the cars 
that run on the combined system being fitted with overhead trolley poles. 

"I believe the stand taken by the Birmingham Corporation is a safe 
one for us to take also. In that city there are already in operation tram- 
way lines run by steam, cable, electric accumulator and horse, while in 
the immediate vicinity there are several installations of the overhead trol- 
ley. During the past year arrangements were nearly completed with 
a Canadian company for the installation of a combined system — the con- 
duit for the central and busy streets, the overhead for the suburbs — but 
the town council, not feeling satisfied to have any of their streets dis- 
figured with the trolley wires, sent a special deputation of its members to 
visit continental cities which were working both trolley and conduit, with 
the result that they decided that the overhead wires be not allowed in any 
part of the city. After giving an acount of their impressions in each city 
visited, their committee sum up their conclusions thus : 

" 'From a public point of view, and apart from the question of first 
cost, there does not seem to be much doubt as to which system is the 
better one. The overhead wire gives reliable and efficient service, but 
the underground conduit is equally capable of doing the same. It has beerf 
in successful use for several years, often under more adverse circum- 
stances than would be met with in Birmingham. The only point against 
it is that its construction is said to involve a more prolonged disturbance 
in the streets, but your subcommittee do not think this argument of much 
weight, and especially if its depth is only such as has been found sufficient 
in other places no great disturbance of gas or water pipes need be antici- 
pated. When the work is done there is no room for doubt as to the 
appearance of the streets as presented by the two systems. In one case, 
the appearance, whatever it was, remains unaltered; in the other case, we 
have a number of poles arid overhead wires, which, wherever seen, can be 
considered nothing but a disfigurement. 



" 'The conclusion to be drawn from this inquiry has been a matter 
of anxious consideration to your subcommittee. They recognize that it is 
not merely a matter of the cheapest form of traction to be used on some 
of the present tramways, but a much larger one, affecting in many ways 
the best interests of the whole town. Due weight has been given by 
them to the considerations that should enter into such an important ques- 
tion, and they strongly recommend that no consent be given for the erec- 
tion of overhead wires in any part of the city. They believe that less 
objectionable and equally efficient methods of applying electricity to the 
working of the tramways are available and at a reasonable cost.* 
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"In coming to its decision in favor of the underground conduit system 
as against the overhead trolley, the city of Birmingham had before it, 
respectively, the figures ^10,799 and ^7,185 per mile of track on the 
two systems, according to the estimates of Mr. E. Pritchard, the city engi- 
neer, and Mr. F. S. Pearson, electrical expert and consulting engineer of 
the Canadian company. The above difference of £3,614 per mile of track 
occurs when comparison is made with the most expensive system of con- 
duit construction as adopted in New York. Simpler conduit systems 
reduce the difference to a comparatively small sum. 

"The late Dr. J. Hopkinson, F. R. S., who was retained by the Bir- 
mingham corporation as consulting electrical expert, indorsed the con- 
clusion of the committee as follows: 

"'I have read the report, and particularly considered the conclusion 
at which the subcommittee has arrived — ^viz., that in such a city as Bir- 
mingham an electric tramway in which the conductors are entirely under- 
ground is much to be preferred to an overhead system. With this con- 
clusion I heartily agree. The greater cost of the former system, though 
by no means negligible, is very small compared with the advantage gained 
in so populous and wealthy a city as Birmingham. 



li 



'(Signed) J. Hopkinson.* 



"The conclusions above arrived at are further borne out by the fol- 
lowing evidence given before the Parliamentary Committee on the London 
United Tramways (Overhead Trolley) Act, 1898, by Mr. A. Siemens and 
the late Dr. John Hopkinson, F. R. S., eminent electrical experts, both 
retained by the London United Company. 

"Mr. A. Siemens gives evidence: 

"Question 1,664. To return to the question as to the conduit system in 
answer to one of my learned friends. I think you said you did not think 
there was not any difference in the working in the conduit and the over- 
head system. Did you mean to convey that to the committee? Answer. 
No, I was asked whether there was any more difficulty in working the 
conduit system as compared with the overhead system, and I said I did 
not think so. 

"Q. 1,665. That is mechanical difficulty? A. Yes, that is mechanical 
difficulty. 

"Q. 1,666. There is considerable electrical difficulty, and also as regards 
efficiency there is a great difference between them. A. I am afraid you 
ask me a dangerous question. I certainly do not think so. I think one 
is as good as the other. 

"Q. 1,672. When all that is done, is it also as safe to the public as the 
overhead system? A. Certainly. 

"Q. 1,673. Then the only difference is one of expense to the company? 
A. Yes, but it is a very great difference. 

"Q. 1,674. To the company? A. To the company, certainly. 
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"Q. 1675. Can you give a calculation at all of the difference in cost per 
mile A. I should not like to give that off hand. 

"Q- 1,676. Cannot you say approximately — would it be double? A. It 
might be that the one tramway would be £4,000 and the other £6,000 to 
£7,000. 

"Dr. John Hopkinson, ex-president of the Society of Electrical Engi- 
neers, gives evidence: 

"Q. 1,880. Do you agree that the conduit system is as good as the 
overhead system? A. Yes. 

"Q. 1,881. Is it as safe? A. Yes. 

"It must be borne in mind that whether the current ^is carried by the 
overhead wire or the underground conductor in the conduit, the general 
installation (including power house, rolling stock, with motors and con- 
trollers, and the feeder cables) are the same in either case. It therefore 
becomes simply a consideration of the difference in first cost between the 
street construction of the conduit as versus the overhead — a matter per- 
haps of £1,000 to £2,000 per mile of track for the cheaper form of conduit, 
and £2,000 to £4,000 for a heavier construction similar to that of New York 
and Washington — and the question whether for so comparatively small 
a sum any portion of our great city should have anything but the best 
system obtainable. Provincial cities with their wider and less busy streets 
and compartively small populations, may find it to their interest to adopt 
the cheaper overhead construction, and tramway companies will naturally 
always prefer the cheaper form where they can obtain municipal sanction 
to install it. But London with its endless population, its unprecedentedly 
busy streets and congested traffic, need not hesitate to adopt the system 
that will give the greatest satisfaction to the public and the local authorities 
through whose districts the lines may pass; and of all the systems now 
before us for consideration, the one in my judgment best suited to the 
requirements of London is the electric conduit." 

In view of developments elsewhere the present would seem 
to be a particularly inopportune time for Chicago to make further 
surrender to the overhead trolley as a form of propulsion for 
cars in the business district. 



SUBWAYS- 



The Commission is of the opinion, in so far as it is quali- 
fied to judge without the assistance of engineering experts, 
that Chicago should have a system of subways in the down- 
town district for the accommodation of street cars entering 
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that district, thus making possible the removal of all cars from 

the surface of the street within such subway district. In line 
with this opinion, the Commission has under preparation a subway 
bill which it hopes to have ready for submission to the City 
Council early in January. This bill, in its general character, will 
be like the street railway bill herewith submitted in that it will 
be in the nature of enabling legislation, designed merely to confer 
upon the city government the authority to work out such a solu- 
tion of the subway problem as may best suit the people of the 
city affected. The bill will authorize construction and ownership 
of the subway by the city, and it will make provision for con- 
struction and ownership by a private corporation under a fran- 
chise grant. It will also provide that the choice between these 
two methods of construction and ownership be left to the people 
themselves through the referendum. 

If such legislation can be secured from the General Assembly 
that meets in Springfield in January next, the city will be in a 
position to deal with the problem in the manner that may best 
satisfy the requirements of the situation. 

Whether the subways are to be under public or private manage- 
ment, the Commission is of the opinion that preliminary work of 
investigation and preparation of plans for a work of so much 
public importance should be carried on by engineers employed 
for that purpose by the city. The Commission recommends that 
the City Council include in the next appropriation ordinance an 
appropriation for this purpose. 



XL 
RATE OF FARE AND COMPENSATION. 

These two questions should be considered together, for ob- 
viously they bear an intimate relation to each other. Lower 
fares mean reduced possibilities in the way of compensation 
to the public treasury. On the other hand, high compensation 
tends to make it more difficult, by the amount of the compen- 
sation, for companies to reduce fares. 

This entire subject requires a more careful study than the 
commission has thus far been able to make of it. Nothing more 
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will be attempted at this time, therefore, than to indicate the 
nature of the questions presented for consideration, the two most 
important of which are as follows: 

1. Low Fares vs. Compensation. 

The mere statement of this question is sufficient to suggest 
the entire field of discussion concerning it, so that further explana- 
tion is unnecessary. 

2. The Uniform Fare vs. Graded Fares or a Zone Sys- 
tem OF Fares. 

The size of Chicago and the extensiveness of its street railway 
system forces this question upon the attention. 

Chicago is commonly said to have the uniform fare system, 
but that statement is quite misleading. Fares are indeed uniform 
upon the lines of any given company. But a stranger coming 
to the city, knowing nothing of the separate companies and 
observing the street railway system of the city as an entirety, 
would say that Chicago has the zone system of fares. He would 
find one clearly marked zone in the inner south division of the 
city. He would find two other zones, not quite so clearly marked, 
in the inner west and north divisions of the city. Outside of these 
three zones, but still within the limits of the city, he would find 
still other zones. The rate of fare within any one zone such a 
stranger would find to be five cents, no matter what the distance. 
But if he desired to travel from one zone into another he would 
find two fares, or ten cents, required and that even though the 
entire distance traversed might be less than a mile. 

To the practical student of city problems the term "uniform 
fare," if it is to mean anything definite and satisfactory, must 
be taken to mean "one city one fare." When properly stated the 
real question for Chicago, therefore, is not whether the zone system 
shall be substituted for the uniform fare system, but it is ratlier 
whether the zone system shall be retained and modified or be 
made to give way to the plan of uniform fares for the entire city. 
Chicago really has the zone system of fares in its most objection- 
able form, in that the zones are the result of haphazard develop- 
ment, no attempt ever having been made to arrange the zones 
upon any scientific or reasonable basis. As a consequence, while 
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it may be possible for a passenger to ride long distances in some 
directions for five cents, he may also be obliged to pay two fares, 
or ten cents, for a very short ride in the direction in which he 
actually desires to travel. If the zone system of fares is to be 
retained in Chicago, it is well to inquire if something cannot be 
done to secure at least a partial re-arrangement of the zone 
boundaries in the interest of the traveling public. 

The whole question of fares needs overhauling and study. 

As to compensation, the Commission is of opinion that deter- 
mination of the specific amount of compensation to the city in 
return for a franchise grant should be left until the terms of the 
grant in other respects are virtually decided upon. Compensation 
is a payment for a privilege, and manifestly the nature of the 
privilege to be granted should be determined before the question 
of the amount of the payment to be made therefor is taken under 
serious consideration. To begin consideration of the franchise 
renewal problem by discussing the question of compensation 
is to assume that there are to be no important differences over 
other features of the franchise renewal ordinances. In the 
opinion of the Commission, the question of compensation is by no 
means the most important of those demanding consideration. 
The question of the kind of service to be rendered, for example, 
should be carefully considered in all its phases before any attempt 
is made to determine what would be a fair compensation to the 
city for the privilege of rendering that service. 



XIL 
COORDINATION OF SERVICE. 

The three principal means of local transit are the steam 
roads, the elevated roads and the surface roads or street rail- 
ways. The steam roads — since the elevation of their tracks — 
and the elevated roads that operate express trains are prepared 
to furnish the most rapid transit. To these roads, by virtue of 
their speed, naturally belongs the long haul business, the street 
railways being suited to the convenience of passengers desiring 
to ride moderate distances. 

The Rapid Transit Commission that investigated transporta- 
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tion conditions in Boston and reported thereon to the Massachu- 
setts Legislature in 1892, expressed the opinion that five miles was 
about the limit of the distance for which passengers ought to be 
expected to use street railways as a regulan daily means of trans- 
portation. For distances in excess of five miles, that commission 
thought, some faster means of transit than surface line roads 
ought to be provided. 

If the foregoing view be correct, and we believe it is, mani- 
festly the public would fare better were the three principal means 
of transit made to work in harmony with one another to a greater 
extent than is now the case. Co-ordination of these systems one 
with another, in so far as such co-ordination would result in bettei 
accommodation for the public, would be better for the people than 
competition under which the managers of each system, in order 
to retain business for themselves, try to avoid aiding either of 
the other systems. 

The Street Railway Commission is of the opinion that the City 
Council, as a matter of public policy, ought to do what it can to 
promote co-ordination between the surface lines and the steam and 
elevated roads. It may be that little in this direction can actually 
be accomplished in the immediate future, but the transportation 
facilities of Chicago will never operate to the complete satisfac- 
tion of the public until, under the influence of the spirit of co- 
ordinating unity, the different means of transit are made to work 
together as parts of the city's great transportation system. Co-or- 
dination ought to be kept in mind as a policy to be favored and 
promoted as opportunity may permit. 

The value to the public of any arrangements whereby the sur- 
face lines would be made more available as feeders for the more 
rapid systems of transit, with a fare for the combined ride that 
should be less than the sum of the two fares as charged by each 
of the companies, is obvious. 



xnL 

LEGAL QUESTIONS -THE 99 YEAR ACT. 

The Commission has not been able, in the time at its dis- 
])osal, to go carefully into the legal phases of the questions 
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involved in the claims of companies to 99-year rights in cer- 
tain public streets of Chicago under the Act of 1865. It ap- 
pears to the Commission, however, that the importance of this 
act as a factor in the situation is sometimes over-estimated. 
Probably the chief value of this act to the companies claiming 
rights under it is that it affords them a weapon for forcing 
a compromise more favorable to their interests than might oth- 
erwise be secured. At best, the act applies to comparatively 
few streets. These streets are important thoroughfares, to be 
sure, but they are not absolutely the only ones available for 
street railway purposes. Moreover, if worst comes to worst, 
the City Council seems not to be precluded from granting 
to a new company the right to lay down tracks atid to operate cars 
in streets already occupied by companies claiming rights under 
the act of 1865. The act of 1865, too, was by its very title limited 
to "horse railways," and even if under that act the companies 
have the right to keep tracks in certain streets until 1958 it is 
very questionable if it confers rights to operate with any other 
than •animal power. 

An important fact to be borne in mind in connection with 
this matter is that the companies have never actually exercised 
rights under authority of the Act of 1865 and of that act alone. 
Their claims under the 99-year Act heretofore have always been 
supported by grants from local authorities that were not open to 
attack. 

The recommendation of the Commission is that whenever 
companies claiming rights under the Act of 1865 are granted new 
privileges by the City Council, they should be required, as a 
condition of such grants, to renounce any rights they may claim 
by virtue of the Act of 1865. 



A BILL 

For an act entitled **Au Act in Regard to Street Railways," 
and to repeal a certain act therein named. 

Section i. Be it Enacted By the People of the State 

2 of Illinois Represetited in the General Assembly: That in 

3 the construction of this act, unless such meaning would be 

4 repugnant to the context, **street railways" and * 'railways" 

5 shall mean and include all railways or tramways, with all 

6 equipment connected therewith, such as cables, conduits, 

7 tracks, poles, wires and other appliances which are con- 

8 stnicted on, in, under or above the public highways and 

9 operated by any motive power other than steam locomo- 

10 tives, power plants, such real estate and buildings as may 

1 1 be suitable to and used for street railway purposes, and all 

12 street railway appurtenances, including rolling stock. 

13 This act shall not apply to elevated railroads or ways. 

Section 2. Any company which has been or shall be 

2 incorporated under the general laws of this State for the 

3 purpose of constructing, maintaining or operating any 

4 horse, dummy or street railway or tramway, may enter 

5 upon and appropriate any property necessary for the con- 

6 struction, maintenance or operation of its railway, and all 

7 necessary sidings, side tracks and appurtenances, and may, 

8 subject to the provisions contained in this act, locate, con- 

9 struct or operate its railway upon or over any street, alley, 

10 road or highway, or over or under any waters in this State, 

11 in such manner as not unnecessarily to obstruct the public 

1 2 use of such street, alley, road or highway, or to interrupt 

13 the navigation of such waters. Every such street railway 

14 may be operated by animal, cable, electric or any other 

15 motive power, except steam locomotives, that shall be 

16 authorized by the corporate authorities of the city, town or 

17 village where such railway is located, or by the County 
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18 Board in cases where such railway is not within the limits 

19 of any incorporated city, town or village. 

Section 3. When it is necessary for the construction, 

2 maintenance or operation of any such street railways, or 

3 the necessary sidings, sidetracks or appurtenances, to take 

4 or damage private property, the same may be done and 

5 the compensation therefor may be ascertained and made 

6 in the manner which may be then provided by law for the 

7 exercise of the right of eminent domain. 

Section 4. No such company shall have the right to 

2 locate, construct or operate a railway upon or along any 

3 street or alley or over any public ground in any incorpor- 

4 ated city, town or village, without the consent of the 

5 corporate authorities of such city, town or village, or upon 

6 or along any road or highway, or upon any public ground 

7 outside any incorporated city, town or village, except upon 

8 the consent of the County Board, and such right to operate 

9 such street railway shall cease and determine immediately 

I o upon the expiration of the period of time for which such 

I I consent may have been given. Such consent may be 

1 2 granted for any period not longer than twenty years, upon 

13 the petition of the company, upon such terms and condi- 

14 tion, not inconsistent with the provisions of this act, as. 

1 5 such corporate authorities or County Boards, as the case 

16 may be, shall deem for the best interests of the public. 

17 No such consent shall be granted unless at least ten 

18 days* public notice of the time and place of presenting 

1 9 such petition shall have been first given by publication in 

20 some newspaper published in the city or county where such 

2 1 railway is located or is to be constructed, and except upon the 

22 condition that the company will pay all damages to owners 

23 of property abutting upon the street, alley, road, highway 

24 or public ground upon or over which such road is to be 

25 constructed, which they may sustain by reason of the loca- 

26 tion or construction of the railway. 

Section 5. Every grant to any such company of a 

2 right to use any street, alley, road, highway or publie 

3 ground shall be subject to the right of the proper authori- 

4 ties to control the use, improvement and repair of such. 



TEXT OF THE BILL. 57 

5 Street, alley, road, highway or public ground to the same 

6 extent as if no such grant had been made, and to make all 

7 necessary police regulations concerning the management 

8 and operation of such railway, whether such right is re- 

9 served in the grant or not. 

Section 6. Every grant to any such company by the 

2 City Council of any city of a right to construct or to ope- 

3 rate street railways shall be subject to the right of the 

4 City Council to regulate such street railways in the interest 

5 of the public, and the City Council shall have the right to 

6 regulate such railways, whether such right is reserved 

7 in the grant or not. Such right of regulation shall include 

8 the right to regulate the running time of cars and the head- 

9 way, the right to regulate the laying down of tracks for 

10 street railways, the transportation of passengers thereon 

1 1 and the kind of rail to be used, the right to pass ordinances 

1 2 to protect the public from danger or inconvenience in the 
T 3 operation of such railways, and the right to make all such 

1 4 regulations as may be needful to the securing of sufi&cient 

1 5 and adequate service and accon^modation for passengers. 

Section 7. The City Council in cities or the Board of 

2 Trustees in villages or towns shall have no power to authorize 

3 the location or construction of a street railway upon a street 

4 not occupied by street car tracks except upon the petition 

5 of the owners of land representing more than one-half of the 

6 frontage of the street, or as much thereof as is to be used for 

7 street railway purposes, and when the street or part thereof 

8 to be used shall be more than one mile in extent no peti- 

9 tion of land owners shall be valid unless the same shall be 
10 signed by the owners of the land representing more than 
I r one-half of the frontage of each mile and of the fraction 

12 of a mile, if any, in excess of the whole number of miles 

1 3 measuring from the initial point named in such petition, of 

14 such street or of the part thereof to be used for street rail- 

1 5 way purposes. No such petition shall be valid for the pur- 

16 poses of this act, any of the signatures on which were 

17 obtained more than two years before the time of the 

18 passage of the ordinance granting the right to locate or 

19 construct a railway upon the street named in such petition. 
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20 No such petition shall be necessary where an ordianance 

21 authorizing, the location, construction or operation of a 

22 street railway shall be submitted to popular vote of the 
2^ city, village or town, as the case may be, and approved by 
24 a majority of those voting on such ordinance. 

Section 8. Any ordinance passed by the City Council of 

2 any city granting the right to operate street railways for a 

3 longer period than five years, or leasing for a longer period 

4 than five years street railways belonging to said city shall 

5 be in force from and after the expiration of sixty days from 

6 the date on which it is signed by the Mayor, or after the 

7 expiration of sixty days from the date of its passage by the 

8 City Council over his veto, or, in case the ordinance is 

9 neither signed nor vetoed by the Mayor, after the ex- 

10 piration of sixty days from the date of expiration of 

1 1 the time allowed by law for the signing or vetoing of such 

12 ordinance by the Mayor, unless within said sixty days a 

13 petition signed by a number of voters of the city equal 

14 to ten per centum of the votes cast at the last preceding 

15 election for Mayor in said city shall have been filed with 

16 the City Clerk asking that said ordinance be submitted to 

17 the vote of the people. In such case said City Clerk 

18 shall certify to the Judge of the County Court the fact of 

19 the filing of such petition, and thereupon it shall be the 

20 duty of the County Court to submit said ordinance to 

2 1 popular vote at the next election which is held in and for 

22 the entire city in which said ordinance is proposed to be 

23 adopted, provided said election does not come sooner than 

24 thirty days from the date of filing said petition; and if the 

25 next election shall come sooner than thirty days from the 

26 date of filing said petition, then said ordinance shall be 
2 7 submitted to popular vote at the next subsequent election 

28 which is held in and for the entire city in which said 

29 ordinance is proposed to be adopted. The election 

30 officials whose duty it is to canvass the vote shall, on 

3 1 the conclusion of such canvass, declare the result of such 

32 election, and shall immediately thereupon present to the 

33 County Court of the county in which said city is located an 

34 abstract of said result^ and said County Court shall there- 
5 upon enter of record the abstract of such result in a book 
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:;i6 kept for that purpose. Unless said ordinance shall at such 

37 election receive in its favor a majority of the votes cast 

38 thereon it shall have no force or effect for any purpose. If 

39 a majority of the votes cast thereon be in favor of such 

40 ordinance then said ordinance shall have full force and 

41 effect as of the date of the entry of record in the County 

42 Court of said abstract of such result. 

43 The signatures to the petition in this section provided for 

44 need not all be appended to one paper, but each signer 

45 shall add to his signature his place of residence, giving the 

46 street and number. One of the signers of each such paper 

47 shall make oath before an officer, competent to administer 

48 oaths, that the statements therein made are true and that 

49 each signature to the paper appended is the genuine signa- 

50 ture of the person whose name purports to be thereto 

5 1 subscribed. 

Section 9. The corporate. authorities of any incorporated 

2 city, village or town may submit to popular vote of 

3 the people of the entire city, village or town, as the 

4 case may be, any proposition relating to street railways, or 

5 they may provide that any ordinance passed relating to street 

6 railways shall go into effect only when submitted to popular 

7 vote and approved by a majority of those voting thereon. 

Section 10. No grant shall be made to a competing 

2 company of the right to construct a street railway parallel- 

3 ing or calculated to compete with any existing street rail- 

4 way in any incorporated city, village or town, unless the 

5 ordinance providing for such new street railway shall be 

6 submitted to popular vote of the people in such incorporated 

7 city, village or town. 

Section ii. The procedure in submitting propositions 

2 or ordinances to popular vote, as in this act provided for, 

3 shall be as follows: The City Council for cities and 

4 the Board of Trustees for towns and villages, shall 

5 direct by ordinance that the proposition or ordi- 

6 nance, as the case may be, be submitted to popular 

7 vote, designating the election, which may be any 
-8 regular or special election which is held in and for the 
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9 entire city, village or town, as the case may be, in 

10 which said ordinance or proposition is proposed to be 

1 1 adopted; provided said election does not come sooner than 

1 2 thirty days from the date of the passage of said ordinance 

13 directing that the proposition or ordinance be submitted to 

14 vote. Such action shall be certified to the Judge of the 

15 County Court by the clerk or recording officer of the body 

16 taking such action. It shall be the duty of the County 

1 7 Court accordingly to submit the proposition or ordinance 

18 to the vote of the electors of the city, town or village, 

19 as the case may be. The proposition or ordinance to be 

20 be voted upon shall appear upon a separate ballot in 

2 1 form as follows : 



: Proposed street railway ordinance (or proposition), 




:(Here print the substance of the ordinance or proposition) 



22 The election officials whose duty it is to canvass the vote 

23 shall, on conclusion of such canvass, declare the result of 

24 such election, and shall immediately thereupon present to 

25 the County Court of the county in which said city, village 

26 or town is located, an abstract of such result, and said 

27 County Court shall thereupon enter of record the abstract 

28 of such result in a book kept for that purpose. Except as 

29 in this act otherwise expressly provided, any proposition or 

30 ordinance shall be deemed to have carried if a majority 
3 [ of the votes cast thereon shall be in favor of such proposi- 
3 2 tion or ordinance. If such ordinance or proposition receive 
S3 the requisite number of votes cast thereon, as provided for 

34 by this act, then such ordinance or proposition shall have 

35 full force and effect as of the date of the entry of record 

36 in the County Court of said abstract of such result. 

Section 12. In any grant hereafter made by the 

2 City Council of any city of a right to construct 

3 or operate street railways, it shall be lawful to insert 

4 a provision, as a condition of the grant, that at the 

5 expiration of the grant the whole or any part of the prop- 
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6 erty of the grantee used for street railway purposes shall 

7 become the property of the city, without other compensation 

8 to the grantee than the privilege of operating street rail- 

9 ways for the period of the grant. At the expiration of 

10 any grant hereafter made by the City Council of 

11 any city of a right to construct or operate street 

12 railways the authorities making the same shall have 

13 the right, if they shall have given not less than six months' 

14 notice of their intention so to do, to take over the property 

15 of the grantee upon terms of paying the then value (exclu- 

16 sive of any allowance for past or future profits of the under- 

1 7 taking, or any compensation for compulsory sale, or other 

18 consideration whatsoever) of the street railways and all 

19 lands, works and materials and plant of the grantee com- 

20 pany suitable to and used by it for the purpose of its under- 

2 1 taking, such value in case of difference to be determined 

22 by an engineer or other fit person, to be named on the 

23 petition of either party by any Judge of an Appellate Court 

24 in the district where such property is located. In case of 

25 refusal on the part of the City Council of any city to renew 

26 at its expiration any grant hereafter made, and if the com 

27 pany operating under the grant shall express its desire for a 

28 renewal, the authorities refusing the renewal shall take 

29 over the property of the gp'antee company located in the 

30 streets or highways suitable to and used by it for street 

31 railway purposes, at a valuation to be determined as in this 

32 section hereinbefore provided, or they shall make provision 
S3 for the taking over of the property of the grantee company, 

34 as aforesaid, on the terms aforementioned, by any com- 

35 pany that may be authorized to construct, maintain or 

36 operate street railways after the expiration of the grant of 

37 said grantee company. 

Section 13. Every city of this State shall have the 

2 power to owm, construct, acquire, purchase, lease, maintain 

3 and operate street railways within its corporate limits; but 

4 no city shall undertake to operate street railways unless the 

5 proposition to operate shall first have been submitted to 

6 popular vote and approved by four-sevenths of the qual- 

7 ified voters of the city voting upon such proposition. 
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Section 14. In the exercise of the powers granted in 

2 the foregoing section any city shall have the power to take, 

3 hold and acquire and condemn any and all necessary prop- 

4 erty and real estate in the manner provided for the taking 

5 and condemning of private property for public use; and 

6 may also acquire and hold real estate and other property 

7 and rights necessary for the carrying out of any or all of 

8 the purposes and powers in the foregoing section enumer- 

9 ated. 

Section 15. No bonds shall be issued by any city 

2 against the credit of the city for the acquisition or con- 

3 struction of street railways, but in payment for street rail- 

4 ways acquired or constructed under authority granted by 

5 this act, any city may issue certificates of indebtedness or 

6 bonds, to be known as street railway certificates or bonds, 

7 which shall under no circumstances be or become an obli- 

8 gation or liability of the city, but which shall be limited in 

9 their payment solely to the street railway fund hereinafter 

10 provided for; such certificates or bonds may bear interest 

11 at a rate not exceeding six per centum per annum, pay- 

1 2 able semi-annually, and shall only be issued at not less 

13 than par value in payment for the construction or acquisi- 

14 tion of street railways, or for the extension, enlargement 

15 or improvement of the same, or to provide a workings 

16 capital to meet expenses of maintenance or operation, in 

1 7 anticipation of revenues, or for the refunding of outstand- 

18 ing street railway bonds or certificates that may be issued 

19 under authority granted by this act. 

Section 16. Whenever any city shall avail itself of the 

2 authority granted by this act for the issuance of street rail- 

3 way bonds or certificates, the entire proceeds derived from 

4 the lease or rent of such railways, or from the licensing of 

5 cars to run upon the same, or from the operation of the 

6 same, if operated by the city, shall be paid into a fund 

7 known as the **Street Railway Fund," and which fund 

8 shall be and remain inviolate, except as in this section 

9 hereinafter otherwise provided, until the bonds or certifi- 

10 cates issued under the terms of this act and the interest 

11 thereon is fully paid; the Treasurer of such city shall not 
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12 pay any warrant drawn on said fund unless the same be 

13 drawn in payment for the necessary cost of maintenance of 

14 such street railways, or for the necessary operating expenses 

15 in case the same be operated by the city, or in payment of 

16 the bonds or certificates issued hereunder or the interest 

17 thereon. When there are no bonds or certificates ot indebt- 

18 edness outstanding payable out of the street railway fund 

19 any surphis in such fund may be applied in such manner as 

20 the City Council may direct. 

Section 17. In order to secure in the most ample man- 

2 ner the payment of the street railway bonds or certificates, 

3 authorized as aforesaid, any such city may convey by way 

4 of mortgage or deed of trust any or all street railway prop- 

5 erty belonging to such city or to be acquired or constructed 

6 under authority in this act granted, which said mortgage or 

7 deed of trust shall be acknowledged and recorded in the 

8 same manner as mortgages of real property, and which 

9 mortgage or deed of trust may contain such provisions and 

10 conditions as are reasonably necessary to fully secure the 

1 1 payment of said street railway bonds or certificates. Said 

12 mortgage or deed of trust may carry the grant of a franchise 

13 or right to maintain and operate the street railways covered 

14 by the mortgage or deed of trust for a period not exceeding 

15 twenty years from and after the date that said street rail- 

16 ways may come into the possession of any person or cor- 

17 poration as the result of foreclosure proceedings, which 

18 franchise shall carry the right to the person or corporation 

19 securing the same as the result of foreclosure proceedings 

20 to charge for the said period of not exceeding twenty years 

2 1 rates of fare as may be provided therein. 

Section 18. Whenever, and as often as default shall be 

2 made in the payment of street railway bonds or certificates, 

3 issued as aforesaid, or of the interest thereon, and such 

4 default shall continue for the space of ninety days after 

5 notice of such default shall have been given the financial 

6 officer of the city issuing such bonds or certificates, it shall 

7 be lawful for such mortgagee or trustee to declare the 

8 whole of the principal and interest of such bonds or certifi 

9 cates at once due and payable, and proceed to foreclose the 
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10 same in any court of competent jurisdiction, and in any 

1 1 decree to be rendered in such suit of foreclosure there shall 

12 be included a reasonable solicitor's fee for the complainant's 

13 solicitor, and upon any sale under such decree of fore- 

1 4 closure the person or corporation offering to pay the largest 

15 amount of money for such street railway property and 

16 franchise shall become the purchaser thereof, and on pay- 

17 ing over the amount offered shall be let into the ownership, 

18 use, occupation and enjoyment of said street railway prop- 

19 erty and franchise. At any such sale the mortgagee 

20 may become the purchaser of the street railway prop- 

21 erty and franchise if he shall be the highest bidder 

22 therefor. Any street railways acquired under foreclosure 

23 proceedings shall be subject to regulation by the corpo- 

24 rate authorities as provided in Sections five and six jof 

25 this act, and otherwise shall be subject to the 

26 provisions of this act to the same extent as if the 

27 right to construct, maintain or operate such railways 

28 were acquired through the grant of a franchise direct 

29 without the intervention of foreclosure proceedings. If 

30 the amount so offered and paid for such street railway 

31 property and franchise shall be more than enough to pay 

32 all outstanding street railway bonds or certificates, with 

33 interest thereon, and the costs of foreclosure proceedings, 

34 the excess shall be paid into the street railway fund of said 

35 city, and may be applied in such manner as the City Coun- 

36 cil may direct. The holders of street railway bonds or 

37 certificates secured by mortgage as aforesaid shall have no 
^S right of action against the city issuing the same other than 

39 as hereinbefore provided, unless there shall be moneys 

40 in the street railway fund out of which such bonds 

41 or certificates may be paid, the intent of this act 

42 being that the street railway bonds or certificates herein 

43 authorized shall be payable only out of the street railway 

44 fund hereinbefore provided for, and that such bonds or 

45 certificates shall be a lien only on such fund and on the 

46 street railway property and franchise that may be pledged 

47 as security for their payment, and that such street railway 

48 bonds or certificates shall under no circumstances be or 

49 become an obligation or liability of the city. 
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Section 19. No bonds or certificates of indebtedness 

2 authorized as aforesaid shall be issued by any city unless 

3 the ordinance of the City Council making provision for the 

4 issue of such bonds or certificates shall first have been sub- 

5 mitted to popular vote and approved by four-sevenths of 

6 the jqualified voters of the city voting upon such ordinance. 

7 If a mortgage or deed of trust covering the street railway 

8 property and a franchise grant of the right to operate street 

9 railways for a specified period of years in the event of fore- 

10 closure is to be given as security for the payment of the 

1 1 bonds or certificates of indebtedness to be issued, the terms 

12 of such mortgage or deed of trust, together with the terms 

13 of the franchise grant to be included in said mortgage or 

14 deed of trust, shall be set forth in the ordinance. Before 

15 said ordinance shall be submitted to popular vote the City 

16 Council of said city shall cause the same to be published 

17 in some newspaper of general circulation in said city. 
i8 The City Council, to meet emergencies, may issue street 

19 railway bonds or certificates of indebtedness to run for a 

20 period not exceeding two years without submitting to 

21 popular vote the ordinance providing for such issue. The 
j2 2 City Council of any city that shall decide by popular vote to 

23 operate street railways shall have the power to issue such 

24 bonds or certificates of indebtedness to such an amount as 
^5 may be necessary to provide funds to acquire such rolling 

26 stock and equipment as may be required for the purpose of 

27 operation without submitting to popular vote the ordinance 
:28 providing for such issue. 

Section 20. The City Council of any city acquiring, 

2 constructing or owning street railways shall have the power 

3 to license the running of cars thereon, and to lease the 

4 same, or any part of same, on such terms and conditions as 

5 the City Council shall deem for the best interests of the 

6 public, to any company incorporated under the general laws 

7 of this State for the purpose of operating street railways. 

8 Such lease may be for any period not longer than twenty 

9 years. Every such lease shall require the lessee company, 

10 at the expiration of the lease, in case the same be not re- 

1 1 newed, to sell to the city, or to any company designated by 

12 the City Council, the rolling stock or other property of the 
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1 3 lessee company suitable to and used by it in the operation 

14 of the railway or system of railways. In case of failure to 

15 arrive at a decision of the matter by mutual agreement, the 

16 value of the property to be taken over, either by the city 

17 or by the company designated by the City Council to oper- 

18 ate the railway or system of railways, after the expira- 

19 tion of the lease then outstanding, shall be determined by 

20 the method of appraisal. Every such lease shall prescribe 

21 the method of making such appraisal. 

Section 21. The City Council of any city that shall de- 

2 cide by popular vote as in this act provided to operate street 

3 . railways shall have the power to make all needful rules and 

4 regulations respecting the operation of the same, including 

5 the power to fix and prescribe rates and charges; but such 

6 rates and charges shall be high enough to produce a revenue 

7 sufficient to bear all costs of maintenance and operation, 

8 and to meet interest charges on all street railwaj^ bonds or 

9 certificates outstanding, and to permit the accumulation of 

10 a surplus or sinking fund that shall be sufficient to meet all 

1 1 outstanding bonds or certificates at maturity. 

Section 22. Every street railway company which pre- 

2 sents a petition for an ordinance granting to it the right to 

3 construct, maintain or operate a street railway shall also 

4 prepare and file with said petition a full and true stiite- 

5 ment, under oath of the proper officers of such company, 

6 of the affairs of such company, which statement shall give 

7 among other things, the estimated cost of construction and 

8 equipment of such railway, giving items and details and 

9 including estimated cost of real estate. 

Section 24. Every street railway company doing busi- 

2 ness in this State shall on or before the first day of March 

3 in each year make and transmit to the State Auditor, in 

4 accordance with forms to be prescribed by said Auditor, a 

5 full and true statement under oath of its President and 

6 Secretary for the year ending December 31st next pre- 

7 ceding, specifying: 

First — The amount of capital stock issued. 

Second — The amount paid in on capital stock and whether 
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10 in cash or property; and when not paid in cash, the present 

1 1 value of such property and the amount for which the same 

12 was taken, giving items and details. 

13 Third — The amount of its assets and liabilities, giving 

14 the items and details of each. Such statement shall set 

15 forth separately the kind, number, quantity, cost and esti- 
'16 mated fair value for railway purposes of all the tangible 

1 7 property owned and operated by it ; property held under 

18 lease or contract; and shall set forth the different items of 

19 indebtedness showing when and for what the same were 

20 incurred; whether floating or funded; when due; the rate of 

21 interest; the security, if any given, to secure such indebted - 

22 ness and the particular items and amounts so secured. 

23 Fourth — The names and places of residence of its officers. 

24 Fifth — The receipts and disbursements. Such statement 

25 shall set forth separately the earnings from passenger 

26 fares, United States mail, advertising and traffic agree- 

27 ments and from all other sources, and shall set forth separ- 

28 ately the amounts paid for construction, repairs, wages to 

29 employes, salaries to officers, legal expenses, damage claims 

30 for personal injuries and injuries to personal property, 

3 1 material and supplies, cars, motors, machinery, tools and 

32 fixtures, fuel, interest, taxes, insurance premiums, divi- 

33 dends, discount, sinking fund, depreciation account; and 

34 all disbursements other than those enumerated. 

37 Sixth — The operation of the railway, whether owned or 

38 operated, stating the number and kind of cars, motors and 

39 other vehicles used by the company, and the miles run by 

40 each kind; the total number of passengers carried; the 

41 number of persons killed or fatally injured and whether 

42 passengers, employes or others; and the number of persons 

43 injured only, and whether passengers, employes or others. 

44 Seventh — Every such report shall set forth copies of all 

45 leases and contracts made during the year with other com- 

46 panies and individuals. The first report made by any 

47 company under this act shall also set forth copies of all 
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48 such leases and contracts made in previous years that may 

49 be in force at the time of making such report. 

50 Every street railway company shall keep its books of 

51 account in a uniform manner upon a system to be pre- 

52 scribed by the State Auditor, and such books of account 

53 shall at all times during business hours be open to the 

54 inspection and examination of the State Auditor or any 

55 person duly authorized by said Auditor to make such in^. 

56 spection and examination. Such examination shall be so 
5 7 conducted as not unnecessarily to interfere with the use of 

58 such books in the business of the company. 

59 Every street railway company shall deposit with the 

60 financial officer of every incorporated city within which 

61 it operates a duplicate copy of the statement transmitted 

62 to the State Auditor. The financial officer of any such 

63 city, or his duly accredited agent, shall have the same 

64 right to examine the accounts of any street railway com- 

65 pany operating within the limits of such city as by this sec- 

66 tion are granted to the State Auditor. 

Section 24. Whenever the State Auditor shall be of 

2 opinion that any annual report of any company is not full 

3 and complete, he shall cause the defects and omissions in 

4 said report to be pointed out in writing to such company; 

5 and the defects and omissions so complained of shall be 

6 supplied and a full and complete report, under oath, shall 

7 be filed by such company with the State Auditor within 

8 thirty (30) days after such defects shall have been so 

9 pointed out to such company. Every street railway com- 

10 pany, and every officer and manager of any such company, 

1 1 that shall wilfully neglect and refuse to make any report 

1 2 required by this act, within the time required, or that 

13 shall refuse to permit the examination of its books as in the 

14 foregoing section authorized, shall forfeit and pay a sum of 

15 not less than $100.00 nor more than $1,000.00 for each of- 

16 fense, to be recovered in an action of debt, in the name of 

17 and for the use of the people of the State of Illinois; and 

18 every street railway company and every officer and mana- 

19 ager of such company shall be liable to a like penalty, to 

20 be recovered in the same manner, for every period Jof ten 
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21 (10) days it or he shall wilfully neglect or refuse to make 

22 such report or refuse to permit such examination of its 

23 books. 

Section 25. No company shall hereafter issue bonds 

2 and stocks, the aggregate par value of which, when added 

3 to the par value of all outstanding bonds and stocks of such 

4 company, shall be more than twenty-five (25) per cent in 

5 excess of the actual cost of the construction and equipment 

6 of such street railway, together with the cash on hand and 

7 the fair cash value of any real estate conveyed to said com- 

8 pany for use in connection with the construction and opera- 

9 tion of such street railway, after deducting from the amount 

10 of such costs and value all indebtedness due from the com- 

1 1 pany except bonds. The true intent and meaning of this 

1 2 provision is to prohibit the par value of the capitalization 

13 of the company to be more than twenty-five (25) per cent 

14 in excess of the cost and fair cash value of the tangible 

15 property belonging to the company and fully paid for by it. 

16 No stock or bonds shall be issued by any street railway 

1 7 company except upon the approval of a board composed of 

18 the Auditor of the State, the Attorney General and the 

19 State Treasurer, and such officers are hereby constituted a 

20 board for the purpose of passing upon bond and stock 

21 issues by street railway companies. Such approval shall 

22 be given only after a public hearing, of which at least 

23 thirty days* public notice shall have been given in such 

24 manner as such board may direct. 

Section 26. Any company owning street railways may 

2 sell or lease the same, or may consolidate with another 

3 street railway company, except as prohibited by the con- 

4 stitution of this state, or may enter into operating agree- 

5 ments with another company or companies ; but no 

6 such sale, lease, consolidation or operating agreement 

7 shall be valid unless approved by the public authorities 

8 granting the right to construct such street railways. 

Section 27. Every city owning or operating street rail- 

2 ways shall make full annual reports thereof to the State 

3 Auditor at times and according to forms prescribed by said 
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4 Auditor. Such reports shall be signed and certified under 

5 oath to be correct by the officer designated by the City 

6 Council by ordinance to make such report. The accounts 

7 of the street railway fund of any city owning or operating 

8 street railways shall at all times during business hours be 

9 open to inspection and examination by the State Auditor, 

10 and it is hereby made the duty of the State Auditor to have 

1 1 such accounts duly examined at least once in each fiscal 

12 year. Every city owning or operating street railways shall 

13 keep its accounts in a uniform manner upon a system to be 

14 prescribed by the State Auditor. 

Section 28. The State Auditor shall prepare and pub- 

2 lish annually, in book form, tables and abstracts of the re- 

3 ports received by him under this act. 

Section 29. An act entitled **An Act in Regard to Street 

2 Railroads," approved and in force March 7, 1899, and all 

3 acts, or parts of acts, inconsistent herewith are hereby re- 

4 pealed. 
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LETTER OF MR. MILO RAY MALTBIE* TO THE 
STREET RAILWAY COMMISSION. 



52 Williams Street, i 

New York, Nov. i, 1900. j 

Mr. George C, Sikes, Secretary Street Railway Commission, Room loOy 
City Hall, Chicago, III: 

My Dear Sir: Your favor of October 26, requesting my views upon 
certain phases of the street railway problem in Chicago, lies before me. 
To answer fully many of the questions submitted would require a far more 
complete knowledge of local conditions than I possess. There are, how- 
ever, certain general principles very well established, not only by the 
experience of American but of European cities as well. These must be 
recognized in solving your problem, although the details must be worked 
out with local conditions clearly in mind. 

MONOPOLY vs. CX)MPETITI0N. 

(i) Monopoly vs. Competition. Whether street railways should be 
brought under a single management or whether the competitive idea should 
be observed is no longer a debatable question. No matter whether public 
authorities favor or oppose consolidation, unification of some sort will 
inevitably be brought about. Street railway transportation constantly 
tends toward monopoly. The economic gain resulting therefrom is so 
enormous that one of three courses is sure to be adopted sooner or later. 
Either the companies will agree to confine their operation to certain por- 
tions of the city or secret arrangements will be entered into, or all the 
lines brought under one management, and ithere is a strong trend toward 
the last. The experience of every city confirms this statement, and citizens 
ought no longer to discuss the wisdom of such a trend, but, accepting 



*Mr. Maltbie is editor of Municipal AfEain, and is Secretary of the Committee on City 
Afiairs of the Reform Club (New York). He has made it his business to study carefully street 
railway conditions, both in this country and Kurope. 
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the inevitable, work out a system of public control or management which 
will secure to the public its just share of the benefits of consolidation. 

MUNICIPAL vs. PRIVATE MANAGEMENT. 

(2) Municipal vs. Private Management. From what I know of your 
political condition I do not believe that the time is ripe for municipal 
ownership and operation, however desirable it would be under other cir- 
cumstances. Probably the wise plan to adopt would be either a rigid 
system of public control or municipal ownership of tracks operated under 
lease by a private company. Progress in the direction of municipaliza- 
tion, to be permanently successful, should be made very slowly and only 
after thorough investigation and full discussion. Without civil service 
reform failure is certain to follow. 

DURATION OF FRANCHISES. 

(3) Duration of Franchises. Assuming that franchises are to be given 
to private corporations, one must first distinguish between the franchise 
to construct, own and operate the entire system, and the franchise to 
operate only, the tracks being constructed and owned by the city. In the 
latter case it would seem wise to place no limit to the franchise, but in 
the lease there should be a provision authorizing the city to take over the 
operating plant at its then market value (present cost less depreciation) 
whenever it is so desired, provision being made for ample notice to the pri- 
vate company, a fair determination of the value and an additional allow- 
ance for compulsory purchase. When private ownership and operation 
is decided upon the franchise should also be unlimited in duration, but 
the city should be empowered to take over the entire plant at certain 
stated intervals, say of five or seven years, provided it paid the then value 
(present cost less depreciation). In either case, franchises for extension 
should be made to harmonize with the terms of the original franchise, so 
that the system in toto could be dealt with. 

COMPENSATION VS. LOWER FARES. 

(4) Compensation vs. Lower Fares. In all franchise grants the city 
should aim to secure lower fares rather than high compensation. Of 
course, in so far as the street railway line tends to increase the expenses 
of the government, for example the repaving of streets after the con- 
struction or repair of a line, it should be required to pay a sufficient com- 
pensation to defray these expenses, but when this point has been reached 
fares should be decreased or services improved. High charges and large 
compensation to the city assists the taxpayer at the expense of the travel- 
ing public. By so doing the city not only indirectly taxes those least able 
to bear the burden but it stimulates overcrowding and prevents workmen 
from moving to the suburbs, where they can be better housed and secure 
more light and purer air. On the other hand, the taxpayer is entitled 
to no decrease in taxes because a street car line is built. Instead of 
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imposing any burden upon him it makes his property more valuable. As a 
taxpayer he has not contributed one iota to making street railways either 
possible or desirable, whereas the laboring men, who use the street rail- 
ways constantly, have created a demand for street railways and have 
made their maintenance possible. 

RATE OF FARE AND QUALITY OF SERVICE. 

(5) Rate of Fare and Quality of Service. It follows from the above 
that service should be improved, fares reduced as rapidly as possible, and 
that during the morning and evening hours workmen's tickets should be 
provided at a lower rate than during the day. How this result may be 
secured under private management is the nub of the whole matter. Prob- 
ably the most successful plan would be to so unite profits with fares and 
service that when dividends had reached a certain figure, say seven or 
eight per cent upon the true value of the plant, fares should be decreased 
and service improved. A street railway commission might be established 
which should fix the character of the service, and as fares were decreased 
authorize an increase in the rate of dividend. This method would guar- 
antee a reasonable rate of income to the private company, would stimulate 
it to reduce fares as rapidly as possible and to adopt every improvement 
in order to increase its productivity. This means, of course, that all 
water should be squeezed out of the stock and capitalization should 
always be kept equal to the present value of the plant, not including the 
franchise. 

I am fully aware that this system of public control would not produce 
as good results as the most benevolent private management, unrestricted, 
or as most efficient municipal management, but our experience has proved 
that unrestricted private monopoly will not have^ ordinarily, the same 
respect for the interest of the public as will private management under 
public control. And as we are not quite ready for municipal operation, 
this method seems the best solution at present. 

SUGGESTED IMPROVEMENTS. 

(6) Suggested Improvements. The congestion of street traffic in the 
business portion of Chicago will soon render necessary the construction 
of subways — not the deep-level roads that are being built in London, but 
a subway immediately under the surface of the street, which can be 
easily reached and through which the cars coming from less densely pop- 
ulated portions of the city will pass. But if this should prove too ex- 
pensive, owing to the peculiar conditions, the underground conduit should 
be substituted for cable traction. While the overhead trolley is much 
cheaper, it is unsightly and unsafe. It is suited to the suburbs, where low 
cost is a factor, but ought not to be permitted in the heart of a city. Motor 
cars could be provided which should pick up the cars from overhead 
trolley lines at certain points, carrying them to the business portion of the 
city. Of course, it is desirable that the surface lines should be operated 
in harmony with the elevated lines, and that transfers be given as far as 
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possible, but a uniform fare cannot be extended to an unlimited degree 
unless all transportation systems be brought under one management, a 
result which does not seem practicable at present in Chicago. Probably 
the same system of transfer as at present exists in New York between the 
elevated roads and the Third avenue line would not only be advisable 
from the point of view of the public, but remunerative to both elevated and 
surface lines. 

FINANCIAL CONTROL. 

(7) Financial Control. The watering of stock should not only be for- 
bidden by law, but an adequate system of enforcement developed, such as 
exists in Massachusetts and Great Britain. When your franchises are 
renewed the water should be squeezed out and additional stock issued 
only after being approved by a public administrative authority, the price 
being fixed at the highest bid offered at public sale. The economic prin- 
ciple adopted should be that the capital stock, including bonds and all 
other securities, be kept as nearly as possible equal to the cost of the plant, 
less depreciation, nothing being included for franchise value, good will or 
prospective profits. Provision should be made for the greatest publicity. 
Having a practical and legal monopoly, the company woiild not be obliged 
to defend itself against outside competition, and could, therefore, make 
known to the public almost every business operation. 

This (brief outline of opinion upon the points suggested is, I know, 
lacking in detail, not because it is impossible to put into practice the prin- 
ciples laid down, but because a brief communication, such as you request, is 
altogether too limited. I am positive, however, that the adoption of these 
principles would aid greatly in solving the problem and would pave the 
way for greater progress in the future. 

Sincerely, 

MiLO R. Maltbie. 
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PUBUC POUCY CONCERNING RAPID TRANSIT. 

Paper Read by Mr* George E. Hooker^ of HtsU Hottie» Chicago^ Before the 
Convention of the National Municipal Leagtie at Milwatfkee» "Wk* Sept. 
2U t9Q0f a Copy of Which Address Was Presented to the Street Railway 
Commission by Mr* Hooker as a Reply to the List of Qoestions Sobmitted 
to the Ptsblic by the Conmiission* 



How to get the best service for the lowest fares — that is the rapid 
transit problem in any city. Accommodation, price and how to insure 
that each shall be reasonable, are the three considerations. 

I. Accommodation, I can go in great comfort from Milwaukee to Chi- 
cago, a distance of eight-five miles, in two hours. But when I reach the 
Chicago station it will take me — using the two cars which I must employ 
and allowing for the average wait for each — one-fourth as long to reach 
my home two miles distant, and I must ride through dusty streets on noisy 
cars which are often crowded. I make my journey at a rate ten times 
more rapid and several times more comfortable in the one case than in 
the other. 

So far as known no computations have ever been made concerning the 
average speed at which people make their journeys, for example, in Chi- 
cago from start to destination, when they employ cars as far as practica- 
ble. It is doubtful, however, if, including all grades of rapid transit — 
steam, electric and cable cars — that are employed, but counting also all 
time consumed in waiting for cars and in eking out journeys on foot at 
either end of the ride, this average would exceed six, or at most seven, 
miles per hour. But who will contend that considering modern invention, 
the speed attained in long distance journeys, and above all, the exigent 
need of rapid transit in the expanded modem city, seven miles per hour is 
a reasonable rate of urban journeying. 

The problem of local transportation is, of course, more difficult and 
complicated than that of long distance transportation, but its backwardness 
respecting speed and convenience is unsatisfactory if not inexcusable. 

There are in the main three reasons for this belated development — 
namely, (i) Lack of co-ordination between different transit facilities. 

(2) Lack of metropolitan routes as against down town terminals, and 

(3) Lack of sufficient cars. 

The first lack is particularly manifest in large cities. Travel for the 
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longer distances in such cities should plainly be concentrated upon lines, 
whether steam or electric, which are capable of high speed, and such 
speed should then be maintained thereon. On the other hand, facilities 
capable only of slower speed should be located and operated in such a 
way as to facilitate connection with and to promote the greatest amount of 
travel upon the high speed routes. Chicago provides a good illustration 
in point. There are in that city, omitting hacks and a few 'busses, three 
sorts of rapid transit facilities — namely, electric surface lines, electric ele- 
vated lines and steam lines, a considerable part of the last being now 
elevated. 

The steam lines radiate in nearly all directions, but, with two excep- 
tions, these have not in any high degree been devoted to local traffic, and 
the two exceptions are by no means operated up to the limit of their ca- 
pacity for such traffic, nor can the slower moving surface electric lines be 
said to be arranged with reference to promoting the use of the former 
lines by making their various stations through the city focal points. In 
short, the capacities of the steam roads for rapid local travel, even where 
their tracks have been elevated so as to make such travel practicable at 
a very high speed, are not made available, as they should be, to the public. 

The elevated roads are capable of a less rate of speed than the steam 
roads, but a higher rate than the surface lines. Not only do they fail, 
however, to be in any considerable degree feeders of the steam lines for 
local traffic, but the surface lines fail in like manner to serve in any con- 
siderable degree as feeders for the elevated lines. Indeed, the capacity 
of the elevated lines for a much higher speed than that of the surface 
lines is in no proper sense utilized. Instead, their stops are so frequent 
and their rate so moderate that, with the exception of a limited express 
service, their average speed is but slightly higher than that of the surface 
lines. Instead of co-operating thus, so that each system may do the par- 
ticular sort of business it is best fitted for, both the surface and the ele- 
vated systems try each to do the same kind of business, and in conse- 
quence there is often but little choice as to speed between them. 

If, for example, I wish to go from the corner of Halsted and Harrison 
streets, on the West Side of Chicago, to the Chicago University, eight or 
nine miles distant, there are four surface routes going in that direction, 
three steam routes and one elevated route. Yet the chances are that I 
should take one, of the surface lines — and spend an hour in making my 
destination. A similar situation exists in New York, where a journey, 
for example, from the lower East Side to Columbia University in the far 
ndrthwestern portion of the borough, can be made practically as quickly 
by surface lines as by surface and elevated lines combined. Furthermore, 
the new underground is to add another entirely independent transit system 
to the city — not one co-ordinated with the existing systems. Boston seems 
to have perceived more clearly than any other large city this great principle, 
that all means of rapid transit, of whatever sort, should be parts of a 
single system. Excluding steam roads and a minor independent fraction of 
the surface lines, the entire facilities of that city are now, or when the 
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elevated system has been completed will be, operated by one management, 
as parts of a single system, and under a plan calculated to exhaust the 
capacities of the combined facilities to expedite the journey of every 
passenger. 

There are five miles of underground track in the subway in the heart 
of the city, about twenty miles of elevated track are being constructed 
through the more populous districts, and several hundred miles of surface 
lines gird the city in all directions. The outlying surface lines will, under 
the prospective arrangements, serve as feeders to the elevated terminals, 
and the elevated lines and the subway will both be used to speed passen- 
gers through the more central parts of the city. All the facilities of the 
three levels — underground, surface and elevated — will be arranged, not to 
compete against but to subserve each other, and to secure for every pas- 
senger and for a single fare the maximum expedition possible through the 
use of any or all of these facilities. 

The final step of incorporating into this plan, on the same principle, the 
suburban steam lines, has not yet been taken in Boston, but the logic and 
the advantages of such a step are obvious. 

The acquisition, about a year and a half ago> of the elevated lines of 
Brooklyn by the company owning all the surface lines, was followed by the 
report that, through free transfers between the two levels, a similar co-ordi- 
nation was to be inaugurated there. This arrangement, however, appears 
not to have been put into practice. 

There has also been talk of a consolidation of the surface and elevated 
lines in New York, with the idea of devoting the latter to long distance 
travel, and giving free transfers between them and the surface lines. There 
was likewise a report, while the method of building the underground road 
was still unsettled, that the Metropolitan Street Railway Company, which 
now controls all the surface lines of Manhattan Borough, desired to build 
and own that road, and to operate it on this principle, in connection with 
its surface lines, for long distance traffic. Indeed, it is plain that it would 
be cheaper for that company to transport a long distance passenger without 
stops than with them. It is of course perfectly obvious, too, that when the 
underground has been completed, it and the surface lines and the elevated 
lines should all be co-ordinated to the best advantage, to the end that pas- 
sengers, by using either or all three levels, may get to their destination in 
the briefest time and in the most convenient manner. The underground 
should run most rapidly and stop at longer intervals, the surface lines 
should run at a speed adapted to the exigencies of the street level and stop 
at every corner, and the elevated lines should grade between the two. These 
lines should also, in addition to their local traffic, collect and distribute for 
the underground, and the surface lines, in addition to their strictly local 
traffic, should collect and distribute for both the other two. That an inter- 
changeable fare, or free transfer between the three levels — as is provided 
in Boston — is to be desired in connection with such co-ordination, is of 
course plain. The general question of fares, however, will be discussed 
later. 
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The next improvement demanded is the abolition of down town tenni- 
nals, and the promotion of metropolitan routes instead. 

Aside from the introduction of electricity, the characteristic feature of 
street railway development during the last dozen years has been, not the 
elongation of routes but the substitution of diametrical for radial routes — 
the splicing together at the business center of two routes from different 
sides of the city which formerly terminated at that point, and the formation 
thereby of one route, passing from the outskirts of the city on one side, 
through the business district, to the outskirts on the other side. 

This movement was particularly marked in Boston following the con- 
solidation in 1887 of four-fifths of all the street railway lines of that city 
under a single management. At that time the lines came in from various 
directions to the heart of the city, and very largely terminated there, the 
cars being switched back so as to return on their courses. Their terminals, 
however, overlapping each other and blocking the narrow streets, had 
become a serious interference to traffic in those streets, and after the con- 
solidation the service was reorganized so as very largely to convert pairs 
of such radical lines into single trans-urban lines, thereby doing away with 
terminals in the center of the city, and at the same time extending the 
length of the possible ride without change. 

Detroit, too, has presented a typical instance of such reorganization. 
Its five main thoroughfares radiate from near the city hall and the car lines 
thereon formerly terminated at this center. After the consolidation of the 
various companies, however, a few years ago, these radial routes were spliced 
together in pairs at this center and cars were thenceforth operated from one 
side of the city to the other, passing through the business center. The same 
sort of change has taken place to a greater or less extent during this decade 
in nearly every large city in the country, Chicago being the one conspicuous 
and belated exception. The only general change in the plan of routes 
which has taken place in the latter city since the first horse car line was built 
in 1858 has been to add to the number of lines, and to extend their outward 
extremities, as the city limits have been pushed farther away. Nor has the 
possible limit to the feasible development of metropolitan routes been 
reached in most other cities. 

As a rule, down town terminals have no justification in reason unless it 
be in a case of peculiar geography, like that of Manhattan Island. Their 
existence, moreover, is due to the piecemeal manner in which our systems 
have come into existence, one company getting a franchise for one line and 
another company for another line, instead of all lines being treated as 
parts of a single system. Such terminals are as illogical as would be corre- 
sponding terminals — if one can picture them — in the common streets. 

An interesting instance of their illogicalness and inconvenience is just 
now under discussion in New York. The Brooklyn lines, surface and ele- 
vated, cross Brooklyn Bridge, but they all stop at its western end, as though 
that were the spot where all passengers desired to be landed. Public notice 
is being called to the fact, however, that the ramifying system, both of sur- 
face and elevated tracks, in the Borough of Manhattan is within a few rail 
lengths of this congested terminus, and that by making connections there- 
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with, and sending the Brooklyn cars onward over these tracks, passengers 
would be distributed gradually and would be correspondingly furthered in 
their journeys. 

There is no more reason why the Brooklyn surface and elevated cars 
should stop at one end of the big bridge than there is why the surface and 
elevated cars from the North Side of the city of Chicago should stop at the 
south bank of the Chicago River ; nor would such a terminal at that point 
be any less logical than one at any other arbitrary point in the business dis- 
trict of that city. 

One of the effects of such terminals is that they limit the business area 
available without change of cars, and still more that available for a single 
fare, and thus tend to huddle business together in their immediate vicinity. 
They fill that vicinity, not with facilities for transportation, but with breaks 
in transportation. The business district of Chicago is accordingly destitute 
of car facilities for local travel. Every car line entering that district stops 
there and reverses, either by switching or looping back. No routes pass 
through. And be it noted accordingly that it is this lack of means for 
horizontal rapid transit which has led, in that city of the plains, and in ad- 
vance of a corresponding development even in contracted New York, to 
such a phenomenal expansion of vertical rapid transit — tall buildings and 
elevators. If transportation in one direction is lacking it must be developed 
in the other. If the lack of continuous routes through that district prevents 
the extension of business space horizontally, it must extend vertically. It 
is again the question of time — shortened routes means loss of time in eking 
out journeys on foot, or by needless change of cars, or by changes which 
entail covering an intermediate district on foot. Business is constrained 
thus to save time. Metropolitan or through routes would save many changes 
of cars, many waits, many intermediate spaces to be covered on foot. They 
would raise thus the average speed and convenience in traveling. They 
would also obviate many double fares, but that subject is to follow. To sum 
up, car routes should be as continuous as streets, and are becoming so. 

That the crowding of cars, which characterizes all American cities, is 
unnecessary, is deliberately continued by car companies to increase profits 
and ought not to be permitted, are propositions needing no discussion. That 
it should be corrected cannot require affirmation. It should be added here 
that the same considerations which have been urged concerning the need 
of greater speed and convenience in passenger transit also apply to the car- 
riage of the mail, and prospectively to the carriage of express and general 
commodities, for there is good reason to expect and to desire the extension 
in due time of* power traction on rails in the street to these items as being 
in the line of broad economy, and to desire expedition and convenience 
therein accordingly. 

2. The next question is as to FARES. 

Passengers should pay what it costs to carry them and no more — that 
cost including, in case of private operation, such a return upon capital, 
after conservative management of the business, as would be necessary to 
provoke investment, and in case of public operation, such a return as would, 
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after conservative management and the payment of fixed charges, also pro- 
vide a sinking fund to wipe out in time the capital expenditure. 

To say that the fare should always be a nickel is almost as absurd as 
it would be to say that in any city or location one should always pay ten 
dollars per month for rent. Furthermore, to say that great profits must be 
conceded to secure rapid transit development contradicts the facts. All 
grades of profit have been made in such enterprise, but there is no parallel- 
ism between profits and character of service. On the other hand, it is in 
these cities having the lowest fares, and where the most important limita- 
tions or constraints have been brought to bear upon the companies — ^it is 
in Detroit and Washington and Boston — ^where the most creditable develop- 
ment in accommodations has actually taken place. 

Finally, to say that the fare should be so adjusted as to provide for 
"compensation to the city for the use of the streets" by car companies is a 
proposition both unjust and ill-advised. A candid consideration of this 
unduly prominent feature of the subject is demanded and leads one to feel 
that public sentiment is conspicuously, not to say rather shamefully, wrong 
in its attitude toward "compensation for franchises." 

In the first place, the fact is often ignored, or mystified, that the reserva- 
tion of such compensation means the concession to the company of the 
privilege of fixing fares that much higher than they otherwise need be. 
The amount is collected by the company from the passengers and paid over 
to the city. The city might instead stipulate that this amount should never 
be collected at all, but that fares should be correspondingly reduced. 

In the second place, the term "compensation" is a deceptive one. It is 
the passengers, and only in a fictitious sense the corporation, who "uses" 
the street, and there is no more reason why a man should pay the city a 
special fee for the privilege of riding through the public streets in an 
electric car on rails than in an automobile using an asphalt or any other 
pavement. Indeed there is less reason in the former case, because the pas- 
senger as such pays for the iron rails over which he rides — not to mention 
the fact that he also pays for paving a strip of the street sixteen feet wide 
which he does not strictly use — while the automobilist does not as such pay 
even for the pavement which he directly uses. 

In the third place, "compensation" is a pseudonym, not only for a form 
of indirect taxation but for a peculiarly unjust and impolitic instance of 
such taxation. This explains the exaggerated prominence given to it by 
the press and by people whose property would tend thus to be proportion- 
ately relieved from taxation. It is also advocated by politicians, who arc 
more eager for revenue than solicitous concerning its origin. Not only 
is it taxation per capita, however, instead of according to financial ability, 
but it is probably the most unjust instance to be found in the whole range 
of indirect taxation, for it exacts not an equal but a greater contribution 
from a poor man than from a rich man. And that, too, when instead of 
any public policy being subserved thereby, as in the case of a license upon 
liquor selling, the free movement of population for business and general 
purposes is thereby burdened and hindered. It not only singles out street 
railway passengers as a class for special taxation, but it makes those least 
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able among that class pay the largest amount. The shop girl, riding back 
and forth morning and night, fifty or fifty-one or possibly fifty-two weeks 
in the year, upon her only means of transportation, and turning in a 
margin in each fare for this "compensation," pays thus into the public 
treasury not the same amount as the daughter of the banker, but more, 
by reason of the fact that the latter does not usually have regular daily 
engagements at a distance, often goes in a carriage and is absent from 
town in summer. The proportion of this public revenue which a given 
family must pay would, in general, depend not upon its possessions but 
instead upon its financial pressure — upon the number of its members who 
must go out to work. 

It would be pleasant to credit those whose street railway creed is 
largely summed up in the demand for "compensation" with ignorance of 
the real incidence ol its burdens, but, unfortunately, most of them, or 
those whose interests they voice, are too astute to permit of this as- 
sumption. 

It is not merely a questionable, it is an ungallant creed, and there is 
cause for satisfaction in the fact that its prestige is plainly waning. Mayor 
Pingree repudiated it in the franchise granted while he was Mayor of 
Detroit, the more progressive sentiment in Great Britain is distinctly 
against it, and it is being not only subordinated but rejected by more and 
more people in American cities. 

Granted, however, that fares should not be arbitrary in amount, should 
not be swelled either by excessive profits or by "compensation," and that 
they should simply be sufficient in amount to cover the cost of service, 
using that term cost broadly, as indicated, the question still remains as to 
precisely how that amount of revenue in fares would best be collected — 
whether a uniform or a graded fare should prevail. 

It is frequently said in common parlance that we have a uniform 
nickel fare in American cities, but the statement is inaccurate and mis- 
leading. The nickel fare is by no means universal nor are fares in all 
cities uniform in the sense of being the same for every journey within the 
city — which would seem to be the proper sense of that term. They arc 
simply uniform on every given line or system, irrespective of its extent 
In Toledo the fares range from three cents to five cents, in Detroit and 
Toronto from three and one-eighth cents to five cents, in Milwaukee from 
four and one-sixth cents to five cents. In Washington and Indianapolis 
they are four and one-sixth cents by tickets and five cents cash. In Boston 
and Philadelphia there are certain eight cent checks with stopover and 
transfer rights. In New York there is an eight cent ticket covering a 
transfer between certain surface lines and the elevated roads. One short 
surface system in Chicago maintains two cent routes. 

Furthermore, in Detroit — and practically the same is true of Buffalo, 
St. Louis, Brooklyn and approximately of Manhattan Island — a nickel 
fare gives you any number of transfers needful on all surface lines of 
the city to enable you to make any given journey within its limits. In 
Toledo and Washington — smaller cities — and in Cleveland and Chicago- 
larger cities — there are two or more systems, and a nickel fare will not 
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secure a transfer between them. In Boston, when the elevated road has 
been finished, a nickel fare will, for most journeys in the city, give a pas- 
senger the use of all facilities on the three levels. 

Fares as they obtain to-day are to a considerable extent a relic of the 
separatest or competitive theory under which car lines sprung up, and 
are arranged on a basis neither of logic nor of fairness. 

There are, however, but two consistent theories to be applied to the 
question of fares. One would give "one city one fare" and the other 
would give a system of fares graded by zones or in some other way 
according to distance. In any case the service should be unified under a 
single management, the more productive mileage should help out the less , 

productive, and fares should be adjusted to the finances of the lines as an 
entirety. The rates should then either be uniform for any journey within 
the city limits, irrespective of the number of lines employed in making it, 
or they should be graded according to distance, either on a zone or a mile- 
age system.- 

A strict zone system presupposes that people always travel in radii of 
the city, which of course is not true. In British cities fares vary accord- 
ing to distance, and the conductor when he collects gives the passenger a 
check indicating the stages corresponding to his journey. With a reason- 
able number of passengers per car it would be as practicable for a con- 
ductor to manage such a system in an American as it is in a British city. 

It is to be noticed, however, that a uniform fare obtains in the new 
London underground — the "twopenny tube" — and is likewise to prevail in 
the extensive underground system now being constructed in Paris. On 
the other hand, Glasgow and several other British cities have, during the 
decade, been carrying the graded system to still further refinements by 
introducing the halfpenny stages. There seems, therefore, to be a devel- 
opment in both directions — toward the extension of a uniform fare in some 
cases and toward further refinement of the graded principle in other cases. 

Of course, the ultimate question is as to the comparative effect of the 
two principles upon business development and social conditions. 

The uniform fare unquestionably tends to scatter population, which is 
a desirable thing, but the area of public improvement is thereby enlarged, 
their character is correspondingly reduced, and ugly vacant lots are multi- i 

plied. It becomes thus an open question whether the principle of "in- , 

tensive cultivation" has not been unduly sacrificed in some of our cities -^ 

through the operation of a uniform fare — as that is now realized in our ' 

cities. 

A study of the fare question would show that to a considerable extent | 

we already have, in a rough way, especially in larger cities, a graded sys- 
tem of fares, and also that there are many inconsistencies in the rates 
established. This was amply proved for Boston by an official study of the 
question made near the beginning of the decade, and it would be very 
much in point for other cities to round up the local facts on this subject 
so as to be in a position to take intelligent action concerning it. It is only 
intended above to point out some of the considerations affecting the ques- 
tion, to insist that in any case fares should simply cover the reasonable 
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cost of the service, and to suggest the propriety of expert inquiry into the 
subject in each city. 

3. CONTINUING CONTROL. 

The main question of all in regard to street railway policy is as to 
how the public may insure proper accommodations and rates and may in- 
sure these not only for today, but likewise on the morrow — how it may 
secure in direct expeditous manner that the system shall be managed 
in a spirit both progressive and fair as time goes on; how it may secure, 
without litigation or annoying delays, for example, the abatement of 
crowding, the use of grooved or otherwise improved rails, the application 
of new methods of propulsion, the adoption of fenders and winter ves- 
tibules, the substitution of through routes for central terminals, the 
proper disposition of snow, the establishment of reasonable transfers, 
the maintenance of just fares, the promotion of progressive co-ordination 
between different sorts of facilities, the observance of other new and un- 
foreseen requirements of a similar character, and the attainment of that 
knowledge of the financial results of operation which will make it possible 
to judge what are reasonable and fair demands in respect to these and 
other items sure to arise. In short, how shall the public be in a position 
at all times to exercise the requisite control over the situation? Dr. 
Washington Gladden yesterday advocated municipalization as the natural, 
imperative and only adequate remedy. British cities are putting this 
principle into practice with great rapidity. It has been applied in a lim- 
ited way to the Boston subway and the New York underground project. 
General sentiment, too, is drifting in that direction. In cases, however, 
where that sentiment will not yet justify such a step concerning street 
railways, public policy on the basis of granting a franchise to a private 
company must be defined. It seems best to consider that case here. 
How, then, shall the public, in making such a grant, insure requisite con- 
trol? 

There is but one, and that a perfectly obvious answer to this question. 
It is by not surrendering such control beyond recall for any period of 
time. The public authorities — ^usually the city council — ^possess absolute 
power over the uses of the streets, unless they voluntarily divest them- 
selves thereof for a longer or shorter period, by granting a franchise 
with a guaranteed duration. 

It has been the practice in a few of our cities to grant street railway 
franchises in perpetuity, or for ninety-nine or nine hundred and ninety- 
nine years. In most cases, however, they are granted for periods of from 
twenty to fifty years. Yet, in some instances, the grantees are practically 
tenants at will. 

The philosophy of time grants has never been carefully discussed, 
excepting in the report issued in 1898 by the Committee of the Massachu- 
setts Legislature, of which committee Mr. Charles Francis Adams was 
chairman, and the result of that discussion was the distinct disapproval 
of the principle of such grants, and the recommendation instead that 
the plan should be continued which was then current in that state, under 
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which grants contained no guaranty of duration, but were revocable by- 
public authority at any time. 

Street railway franchises in Washington are on a somewhat similar 
basis. They are granted by Congress, and in all cases contain a clause, 
specifically stating that "this charter is at all times subject to alteration, 
amendment or repeal." In other words, Congress reserves the power, 
not only to prescribe any terms whatever as conditions precedent for the 
continuance of the business by the grantee companies, but it may even 
take away their right to prosecute the business. Congress is in complete 
control of the situation and can therefore fulfill its natural duties over 
the streets in behalf of the public entirely untrammeled. 

It is also interesting to note that it is precisely in the two cities, Bos- 
ton and Washington, in neither of which is there any guaranty of definite 
duration for street railway franchises, that the most creditable develop- 
ment anywhere to be found in respect to facilities and their higher or- 
ganization has taken place. 

It is in Boston that facilities on three levels — tmderground, surface and 
elevated — are soon to be in operation in a single co-ordinated system, 
the first instance of the sort in the world. Furthermore, it is in Washing- 
ton, a city of about 200,000 people, without manufacturing or commerce, 
with its peculiar exodus in summer and its pleasant walks and fine pave- 
ments inviting at all times to pedestrianism and cycling; it is in this 
minor city, destitute of emphasized street railway travel, that six tickets 
for a quarter have prevailed for fifteen years or more; that employes 
work only ten hours a day, and that the underground electric system, 
which was there put in operation first of all on this continent, has now 
been extended practically over the entire operated mileage of the city. 
New York, on the other hand, where franchises run for ninety-nine years 
or in perpetuity, and where the profits from street railway traffic are 
enormous, began to adopt that system about a year after its success had 
been demonstrated in Washington, and something like eighty or ninety 
miles of track are still operated by horse power in the former city. 

The demonstration is one of fact. Capital is forthcoming for invest- 
ment under such franchises as those indicated, and it is in those cities 
where public authorities reserve the higher degree of control and the 
amplest powers to prevent abuses of however unforeseen a character, 
that the best service and fares are obtained. 

The weak spot in this "tenancy at will," however, is its lack of any 
provision as to what shall become of the plant in case of revocation of the 
grant. It would seem wholly reasonable and logical that the corporation 
should in that case be compensated for its plant, such compensation cov- 
ering the cost of duplication, less depreciation — depreciation being under- 
stood to include, not only wear and tear, but also decrease in present 
and prospective availability of the plant, owing to invention or other, 
cause. 

This omission of any provision on this subject is evidently based upon 
the idea that the government can do no wrong, and that it will always 
deal equitably tmder such circumstances. Indeed, as a matter of fact, 
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Street railway investments are as secure and sound in Washington and 
Boston as in any other city of the country, and all experience goes to 
show that, unless corrupted by private interests, public authorities are 
never disposed to use an advantage over a corporation inequitably. 

Still, the omission indicated gives a certain air of unreality to the 
reservation of the power of revocation, as though the subject had not 
in fact been completely faced out, or as though this right had been re- 
served as a mere formality, without the expectation that its exercise 
should ever raise the question as to an equitable claim for the plant. 

It is accordingly well worth while in this connection to note the fran- 
chise provisions respecting Porto Rico, which, after the passage of the 
Civil Government bill, were added as an amendment thereto, and which 
stand as the most advanced and specific official declaration thus far made 
in this country of a franchise policy. 

That amendment prescribed: "That all franchises, privileges and 
concessions * * * shall provide that the same shall be subject to 
amendment, alteration or repeal; shall forbid the issue of stock or bonds, 
except in exchange for actual cash or property at a fair valuation, equal 
in amount to the par value of the stock or bonds issued; shall forbid the 
declaring of stock or bond dividends ; and in the case of public service 
corpit)rations, shall provide for the effective regulation of the charges 
thereof, and for the purchase and taking by the public authorities of their 
property at a fair and reasonable valuation." 

In addition to the provision for "amendment, alteration or repeal," 
and for "regulation of the charges," each franchise is thus to provide 
specifically for "purchase by the public authorities of* the property in- 
volved at a "reasonable valuation." In form this "purchase" provision 
appears to have been conceived as an option to be exercised not only at 
the will, but solely in the interest of the public. It is perhaps reasonable 
to suppose, however, that it was also intended to indicate the condition 
on which the power of revocation or repeal might be exercised under the 
''amendment or repeal" clause. 

The most approved street railway policy would accordingly seem to 
require that corporations should be given no absolute guarantee of any 
definite duration of the rights granted, but should be left to rely instead 
upon the merits of their service as the means of insuring continuance. 
Such policy would seem to demand that the public should reserve to itself 
complete control over all the terms of the grant, including charges, and 
likewise the right to acquire the plant at any time at an appraised valua- 
tion, based upon the cost of duplication, less depreciation, the latter being 
understood to include loss of present or prospective availability in the 
plant through invention or otherwise; and on the other hand, that the 
company itself should be protected by being entitled to such compensa- 
tion in the event of its tenure being terminated by the public. 

These terms would shut the doors against abuses by either party, 
and would, if we are to judge by existing facts, stimulate instead of re- 
tard rapid transit development. 
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To sum up, then — 

FIRST: Through co-ordination of facilities, further displacement 
of down town terminals by metropolitan routes and the supply of an 
adequate number of cars, the speed and convenience of local rapid transit 
could and should be materially enhanced. 

SECOND: The fares charged should neither be swelled by "com- 
pensation" nor by profits above those sufficient to provoke investment. 
They should be adjusted to cost of operation, not of individual lines, 
but of all the facilities of a given city taken together, and should be ar- 
ranged either on the principle of "one city, one fare," or on the graded 
principle, applied through a zone or a mileage rate. (The question of 
policy as between these two principles demands study.) 

THIRD: To insure the public, in the absence of municipalization, 
respecting these and other unforseen matters in the future, under fran- 
chise grants, such grants should not run for any definite period, should 
specifically reserve to the granting power the right not only of absolute 
regulation, but of revocation at any time, and should insure the grantee 
company against injury by providing for compensation to that company 
for the plant in case of revocation, such compensation to be based upon 
the cost of duplication, less depreciation, depreciation including loss of 
availability in the plant from invention or any other cause. 
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TWO VIEWS OF MUNICIPAL OWNERSHIP. 

[Two articles reprinted from the Independent (New York), of May 6, 1897.] 



ADVANTAGES OF MUNICIPAL OWNERSHIP. 

BY ALBERT SHAW, PH. D. 

Author of ** Municipal Government in Great Britain," Etc. 

It would be idle to deny that the general subject of the scope and func- 
tions of government has of late engaged public attention in the United 
States to an unwonted degree. Furthermore, the question has passed 
from the merely abstract and academic phases into the realm of the prac- 
tical and the concrete. Those who are not in a position to be well informed 
would be surprised if they knew how strong a sentiment there is through- 
out the country in favor of the acquisition and direct operation by the 
United States Government of at least one transcontinental trunk line 
railroad. Even more extensive is the popular demand for the absorption 
of the telegraph business into the national postal service, and for the 
establishment throughout the country of governmental savings banks as 
an adjunct of the postal administration. It is, however, in the municipal 
field that the American advocates of the extension of public functions 
are exerting themselves most actively and gaining converts most rap- 
idly. 

The opponents of Government ownership in the United States have 
long been in the habit of asserting that although European conditions 
may, indeed, possibly favor some such projects, as, for example, a public 
telephone service or public lighting plants, the nature of American insti- 
tutions aad the conditions of our civic life make it highly inexpedient 
that such business enterprises should be publicly administered in our 
American cities. I think I may claim some degree of familiarity with con- 
ditions both in our country and abroad, and without committing 
myself to the advocacy of any sweeping doctrine either for or against 
the extension of public functions, I am ready to assert that if there are 
practical reasons anywhere which would make the alternative of ex- 
tensive governmental business undertakings advisable, those reasons are 
on some accounts as strong in the United States as in European coun- 
tries. 

It will be my principal task in this brief article to explain precisely 



90 STREET RAILWAY COMMISSION 

what I mean by the above assertion. I have, within the past few years, 
observed in German cities, that when, for example, the question comes 
up whether the city should, on its own account, make an electrical instal- 
lation, or should, as an alternative, give a franchise to some company to 
build electrical works for the supply of light and power, the decision 
never rests upon any doctrinaire grounds whatever. The views that one 
encounters in the United States, which presume to settle all such practical 
questions in advance by the recital of dogmas touching the nature of gov- 
ernment, would be deemed the merest silliness by practical men in Eu- 
rope. Those men set no possible reason why a modern government, 
which is, after all, nothing but the organization of the people for their own 
benefit, should not render the public any services which upon careful 
inquiry it may be agreed that the government can render with actual 
and permanent advantage to itself and the citizens. Thus, when such 
a question as that of the ownership of an electrical plant arises, there is 
no airing of theories pro and con, but a careful and practical examina- 
tion into the business facts. 

In many of the German cities which have shown themselves quite 
ready to engage their municipal corporations in extensive business un- 
dertakings, it has not been thought at present expedient to go into the 
business of providing electrical light and power. Under those circum- 
stances it is decided to grant a franchise to some private corporation. 
It then becomes the business of the municipality to see that proper terms 
are made, and that the franchise at every point protects the rights of the 
municipal government itself and of the citizens in general. It is care- 
fully provided that the city may at any time after a very few years (usu- 
ally five or ten) take over as public property the entire plant on a fair 
and equitable basis, the details of which are minutely prescribed. It is 
further provided that the price of electric light to the citizens shall not 
exceed a specified maximum; that the business shall be under the con- 
stant supervision of municipal officials; that all the books, accounts and 
transactions of the company shall be at all times open to municipal in- 
spection; that regular and exhaustive reports shall be rendered to the 
municipal government, and that the price of electric light to the con- 
sumers shall be re4.uced from time to time, as circumstances may war- 
rant, at the instance of the municipal government. Further than that, 
the right of the municipality to share in the earnings of the electric light- 
ing company is fully guarded, and increasing compensation * for the 
municipal treasury is included, upon some sliding-scale plan that gives 
the ctiy the benefit of the increased future earning capacity of the fran- 
chise. 

In the making of the entire contract between the private corpora- 
tion and the municipal government, it is almost invariably true that the 
legal and technical representatives of the municipality are superior to 
those of the private corporation. The prestige and the moral advantage 
in the negotiations are on the side of the public. The private company- 
will, of course, obtain the best bargain it can; but it is the municipality 
that dictates the terms. This being true, it matters only to a limited ex- 
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tent whether the city shall undertake the business of electrical supply on its 
own account, or shall make a bargain with a private company. In the one 
case, the city makes the investment and takes the risk, with the chance of 
a somewhat larger pecuniary reward; in the other case the city is on the 
safe side, is sure of moderate returns, throws the risk of loss upon the 
private company, while reserving in any case something like the lion's 
^hare in the event of the company's emergence into a prosperous future. 

Clearly, under those circumstances, the city government's decision does 
not rest upon any abstract principles affecting government functions, but 
upon the practical business judgment of the men holding official responsi- 
bility. The younger and more enterprising men might naturally incline 
loward the direct municipal assumption of a new business like electric 
lighting. The older and more conservative men, who when they were 
younger, led in the movement for municipal gas plants, would now per- 
haps be a little inclined to think that the electrical business is in a tran- 
sitional stage, and to fear lest municipal plants might be rendered ob- 
solete by further improvements and inventions. Thus they might be 
inclined, not through opposition to the principle of Government owner- 
ship, but oh ordinary business grounds, to think it safer and wiser for 
the municipal treasury to adopt the plan of chartering a private elec- 
trical company. But this company by unanimous consent would be sub- 
ject to every conceivable kind of municipal restriction and oversight, 
and the privilege of purchase would be retained by the municipal gov- 
•crnment. 

In either case, therefore, the municipality dominates the situation with 
a perfectly firm hand. In those German cities where the gas plants are 
still in the hands of private companies, the municipal authorities regulate 
the price of gas and constantly test the quality furnished to the consumers. 
Where governmental authority is so firm, so intelligent and so ably and 
honestly exercised, it would seem to me to be a matter of comparatively 
little moment whether or not municipal government carry on as direct 
public undertakings certain so-called monopoly services of supply. What 
I have said of Germany in this regard, would apply well enough to the 
situation in England and Scotland, and also in a general sense, with 
some qualifications, to Europe at large. 

But coming to our own country, we find an entirely different state 
of affair§. We find public and municipal authority and prestige weak 
and low ; while the authority and prestige of private corporations engaged 
in such services of municipal supply as public illumination and street 
transit are enormously active and strong. No such relative disparity as 
that between the prestige and strength of municipal government and 
the prestige and strength of private corporate influence exists anywhere 
«lse in the world. The consequences are plain to see throughout the 
whole country. The ablest lawyers in all our cities are retained by 
these corporations. They are given fat fees, directorships, stocks and 
honds, and all sorts of pecuniary emoluments, besides political and social 
•consideration. In return, they are expected to use their sharp wits, 
their technical knowledge of corporation law, and their training in the 
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practical art of politics, to get the better of the community at large, 
and thus to retain or obtain for the benefit of their respective corporations 
very valuable public privileges, which ought not to be granted at all 
except upon payment of their full value, with their exercise always subject 
to full public control. I am aware that this has a harsh sound; but 
every intelligent man knows that it is true. When municipal franchises 
and privileges are to be granted it is not the municipal authorities that 
make the terms, but the private companies. The laws and ordinances 
that have to do with the granting of those privileges are carefully pre- 
pared by the attorneys of the corporations. They are never drafted 
by the legal representatives of the State or the city. 

It is to be observed that the growth, wealth and general position 
of American cities render such privileges as gas, street-railway, telephone 
and other like privileges far more valuable and lucrative, relatively, than 
in European cities. Enormous revenues ought to pour into the coffers 
of every city government in the United States as the honest and business- 
like payment on the part of lighting, transit, and other companies for 
the public privileges that they enjoy. But as a matter of fact few such 
companies in the United States pay a penny for what represents much 
the largest half of their capitalization, namely, their franchises; and 
those few which pay something pay after all such a trifling amount 
that it only emphasizes the helplessness and the humiliating position of 
the cities that accept the pittance. 

Our municipal officials are elected or appointed for short terms. The 
city's legal advisers draw small salaries, and have no expectation of 
remaining in the public employ for more than a few brief years at the 
most. They hope and expect after leaving the public employ to find 
lucrative private practice. Such practice can hardly be obtained except 
through the favor of the rich corporations. What motive, therefore, 
could compel the legal advisers of an American municipal government 
to fight desperately for the public interest as against the great array 
of legal talent representing those corporations that seek to gain, to 
enlarge or to renew franchises, on terms prescribed by themselves? 

The simple fact is that there is hardly a large town in the United 
States which has a municipal government strong enough at all points 
to deal advantageously with the representatives of corporate interests, 
when it comes to making bargains. The wear and tear upon th^ morals 
of a weak municipal government are greater by far when it comes to 
the task of granting franchises — that is to say, of making bargains with 
private corporations — ^than when it is attempted to carry out a business 
undertaking directly on the public account. Thus jobbery and rascality, 
wastefulness of public money, and bad results in the end, are more likely 
to be the outcome when the contract system is used in street cleaning, pav- 
ing and various other public works, than when the municipality employs its 
own men to clean its own streets, lay its own pavements, and do its 
own public work on direct municipal account. 

Our cities today in various States are passing through a great crisis 
because of an enormous combination of street railway interests that is 
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attempting, by concerted movement, apparently, from one end of the 
country to the other, to break down honest and able municipal government 
for the sake of obtaining fifty-year extensions of their franchises. There 
is no excuse for a fifty-year franchise in this enlightened age of the 
world. Even if municipal officials have a right to give away the valuable 
assets that belong to their own generation, they have no right to sacrifice 
posterity. Any man claiming intelligence and occupying an official posi- 
tion, whether in a legislature or a municipal government, who works, 
speaks and votes for measures intended to make it easy for such great 
corporations to get a fifty-year extension, is, prima facie, a rascal. 

In Europe government has dignity, character and strength; and it is 
somewhat in the position of the man who. is wont to boast, as regards 
his personal habits, that he ^^can use strong drink or let it alone," his 
self-control being in normal working order. Municipal government in 
Glasgow is strong enough to own and run the street railways perfectly 
well, and, on the other hand, it is strong enough to make thoroughly 
advantageous bargains with contractors and private companies. It can 
practice municipal ownership and operation, or it can let them alone; 
and in either case it can always dominate the situation. But in the 
United States the scandal and difficulties attendant upon the municipal 
ownership of, let us say, lighting plants, would not be as great as those 
involved in the making of bargains between municipal governments 
and the gas trusts and illumination companies, and in the exercise of an 
alleged public control. 

I am not for a moment advocating the wholesale plunge into projects 
for the wide extension of municipal or other governmental business func- 
tions in the United States. But I am ready, in the face of practical 
political conditions, which I have been observing with close attention 
for the past year or two, to characterize as tedious mummery the abstract 
and metaphysical disquisitions of closet philosophers and wise-acre dog- 
matists who proceed to beg the whole question by their mere framing 
of a definition of the word "government." The sufficient answer to these 
gentlemen is, that their definition has no sacred or binding validity, and 
that in the matter of such definitions what is one man's meat is another 
man's poison. In Hungary, for example, the definition of government 
includes the State railways with their zone system, the public manufac- 
tory, which provides farmers with threshing machines, and a variety of 
other matters, the very enumeration of which would be most painful and 
shocking to the gentlemen who hold to the dogma that the best govern- 
ment is the government that does nothing, and that any extension of the 
functions or undertakings of government must be rank heresy. 

In conclusion I have only to remark that the practical situation in the 
United States is rapidly shifting the burden of proof. The relations 
existing notoriously between great corporations and our State Legislatures 
and municipal governments, are forcing upon us the question, not whether 
in some directions the business functions of government can be safely or 
wisely extended, but, rather, the question how to avoid a very extensive 
increase of public functions as the only visible retreat from the intolerable 
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State of demoralization into which Government has fallen. The enor- 
mous sums of money contributed for purposes of political control by 
the corporations enjoying municipal-supply privileges have given us the 
boss system in its present form. And the boss system, which in fact 
knows no distinctions of political party, is fast destroying State and 
municipal government as the steadfast and loyal servitor, defender and 
promoter of the public interest. 

With honest, independent and truly representative government, such 
as our forefathers knew, and such as they hoped would be ours in 
perpetuity, it would seem to me a matter of comparatively little moment 
whether the public welfare were served by the municipal ownership and 
operation of gas plants, or, . under fair terms, by a private company. 
On some accounts I should considerably prefer the latter alternative. 
But with weak and flabby government, lacking moral stamina, and lacking 
the intellectual force to make advantageous bargains with private corpora- 
tions, I should be inclined to the opinion that direct ownership and 
operation, as offering less temptation, might well have better results for 
the community in some cases. At least it would tend to build up the 
municipal government on the side of its dignity and prestige; so that, 
in the end, it might possess enough character, intelligence and stability 
to be able to meet a transit company or a lighting company on something 
like equal terms, and grant a franchise on terms which would not involve 
the betrayal of the rights of the community. 



MUNICIPAL OWNERSHIP. 
A Question of Expediency and Local Conditioiis. 



Bv Prof. j. Laurence laughlin of thc university op CHicAao. 



The question of municipal ownership is a part of the more general 
one of governmental or parental interference. And I have the more 
pleasure in embracing this opportunity of discussing the points at issue 
because, quite without my initiative, some writers have chosen to classify 
me as an unqualified advocate of Laissez-faire. I believe there is no 
ground for this in anything I have written. So far as I am able to see, 
there can be no hard and fast line drawn in this issue, at least no such 
line as obliges one either to advocate or to strictly deny governmental 
action. It would be quite unscientific to decide any question by a 
principle either denying or demanding State aid. There is no accepted 
principle stating that State help, per se, is always or generally requisite 
to industrial growth; nor, on the other hand, is there any principle 
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which makes State help, per se, always or generally injurious. Nor 
has any one held to a belief in such a principle as the latter. 

The attempts of rulers and Governments in earlier centuries to regu- 
late the religious opinions of their subjects created civil wars, produced 
migrations and even led to the coming of our Pilgrim ancestors to 
these shores. And today the individual has conquered the right to hold 
any religious opinions he pleases, provided they do not interfere with 
the good of society. Likewise, from Runnymede to our day Anglo- 
Saxons have been struggling for — and won — the privilege of constitu- 
tional liberty. The essence of this gain resides in the acknowledgment 
that the governing power, as such, grants to the individual freedom of 
industrial activity within limits which restrain him from injury to the 
rights of others. The essential lesson Adam Smith gave to the world 
was that the Government was unfit to prescribe to the individual rules 
of industrial action. Perhaps industrial freedom has not yet been as 
fully won and acknowledged as religious freedom; but we are close to it 
in some ways (altho* not in other ways). 

However perfectly or imperfectly we may have as yet won ideal 
industrial freedom for the individual, still there is common assent to the 
principle that Government exists for the very purpose of restraining the 
action of those bad or selfish interests whose uncontrolled influence would 
make industrial liberty impossible to the unaided and lowly individual. 
That is, all must admit that there is a principle by which we can test 
the expediency of governmental interference. If that interference has 
for its aim the protection of the weaker members of society in the 
enjojmient of undisturbed industrial liberty, such action on the part of 
the Government is justifiable; if that interference does not have that aim, 
then certainly it is unjustifiable. For example, such a principle enables 
us to decide upon the wisdom, or unwisdom, of such society regula- 
tions as the factory laws forbidding the employment of children below a 
certain age. Such legislation is to be approved on the ground that 
weaker members of society are protected from hard hearted parents or 
selfish employers in the simplest rights of life. On precisely the same 
grounds we enact rules by which the community is protected from injury 
to industrial liberty by burglars, thieves and highwa)rmen. 

There are, however, measures of society which are positive rather 
than negative in their nature. Instead of simply providing for industrial 
liberty and freedom of action by the individual, society may go further. 
It may ordain measures intended to improve the conditions of life, even 
though these measures can be put into operation only against the will 
of many individuals. It may, for example, enforce the moral opinion 
of the majority upon the minority, as by Sunday observance laws, or, 
per contra, by permitting open saloons on Sunday. On governmental 
interference of this kind, it is no easy matter to decide which enactment 
is proper or improper. Each measure must be decided on its own merits. 
There can be no recognition of a general policy always approving State 
interference, nor of a policy claiming that State action is always unwise. 
If, indeed, there is any presumption, it is that society should not act 
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until it is clearly proven that the proposed measure is for the general 
good. On measures for the making and maintaining of public roads and 
public schools, there must be general agreement as to their propriety; 
their value is evident to all. 

But in the discussion of propositions to invest the State with ownership 
of gas works, railways or telegraphs, we find two classes of measures. 
That is, we are obliged to separate schemes which (i) involve operation 
for a profit from (2) those which yield no income. Roads and schools 
are undertaken by the public in such a way that the State is earning no 
income by the process, because charges are not collected from all those 
who use the public schools and roads. On the other hand a railway, 
when owned and managed by the community as public property, is not 
given free to everyone; from every passenger and shipper the State 
collects a payment for transportation services. It must, therefore, be at 
once apparent that Government control of schools and railways cannot 
be treated alike. It is not at all easy to say just what answer should be 
given to the query whether a State should own a property which by its 
very nature is a necessary part of social machinery, and yet for whose 
use a money charge is inevitable. In my judgment no general formula 
can be laid down. So very much depends upon expediency and local 
conditions. 

Society has not in every case been logical in its doings. In fact, the 
charges demanded by it are largely in the nature of taxes. Pupils are 
not charged for tuition in public schools ; but the cost of the school system 
is a charge upon property owners. Those owning no property pay no 
school charges at all. But in the case of State railways a charge is 
levied only on those who use them. If railways were free to all the 
cost of transporting passengers and freight would, like English poor 
rates before 1834, increase and absorb almost the entire income of the 
State. Obviously, then, we cannot treat State ownership of railways, 
telegraphs or gas works on the same general principles as we should 
schools and roads. Connected with this important fact of industrial man- 
agement by the State for a profit, or income, are many difficulties. 
Indeed, it may be said that most of the questions about public owner- 
ship, pro and con, arise from the matter of State or municipal ownership 
of properties necessarily involving management for a profit. 

The points at issue have to do chiefly with municipal or private owner- 
ship of quasi-public organizations, which are to be managed in either 
case for a revenue. Street cable or electric lines or gas works are 
typical examples. Under private ownership they are the means of obtain- 
ing profit, and the franchises are often of enormous value. Under public 
ownership they are still operated for profit. Obviously, property rights 
vested in the general public — such as control over streets — cannot be 
transferred to private individuals, to be treated by them like a private 
house or factory. If franchises are transferred to private companies the 
public rights must be respected and paid for according to their value ; 
and also private capital invested must receive just and current returns. 
The mixture of private capital with quasi-public functions makes a 
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certain class of municipal questions quite sui generis. The 'public cannot 
wholly surrender its control; and yet the private company must have 
large exercise of business discretion on all matters affecting the earning 
capacity of the property invested. In such cases a strong commission, 
having supervisory and consulting functions, representing both the State 
and private company, might be advantageous. 

But should the municipalities own such quasi-public institutions? 
In answering the question we must always bear in mind the fact that 
tmder municipal ownership these properties must be managed on business 
principles, with great ability and sagacity, for a profit. Is it reasonable 
to suppose this can and will be done in American municipalities? And 
we must also bear in mind the solemn fact that municipal government 
is today admittedly the one branch of American political experiment in 
which we have failed. This is unfortunate, but it is a fact which we 
cannot blink. And it is no help in this discussion to urge what might 
take place under ideal conditions — how safe municipal ownership would 
be under honest aldermen, with a perfect reform of the civil service on 
the merit system, and assuming the existence of a vigilant and active 
public opinion. We must deal with our municipalities as they are, and 
not as they might be. And in this connection I venture to insist — and 
insist very strongly — that the examples of well governed municipalities 
in Europe, like Glasgow, are for the reasons given above, aside from 
the point. Even though municipal ownership of gas works or street 
railways by Glasgow might work satisfactorily, that is no reason why, 
for example, a city like Chicago, composed of entirely different 
elements, with different political standards than those of Glasgow, should 
follow this example. I am quite ready to admit that with ideal political 
conditions a city like Chicago might do things which now would be 
foolish and unwise. It is largely a question of expediency and local con- 
ditions. 

If, however, our municipalities might grow in grace and virtue, if 
politics were ideal with us, then would not those very conditions insure 
equally well a safe and wise management of quasi-public properties under 
private ownership? In any event, why do we wish public ownership? 
What is the test? So far as I can see, we must apply the test of 
obtaining greater moral, political and economic gains for society as a 
whole than under private ownership and a greater protection than now 
for the small dealer, the small property owner, and the average plain 
citizen. The burden of proof certainly lies on him who advocates 
Government ownership to prove that all these results would ensue from 
the operation of a special measure. There can be no general rule for 
or against such propositions. 

I. So far as moral considerations are to be considered, it may not 
appear that the average citizen will be more honorable or conscientious 
when a municipal street railway passes his doorway than if it were 
owned by a private company. If corruption goes in company with fran- 
chise buying and the bribing of aldermen under private ownership, that 
is because of low moral ideas in the community; and there is no reason 
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to suppose that because the very same community becomes the owner of 
its street railways the same bribers and the same aldermen will thereby 
become virtuous and invincible to temptation. The causes of municipal 
morality lie deeper than municipal ownership. 

2. So far as political considerations enter, the same is to be said. 
Indeed, it may be an even thing whether it is worse for private com- 
panies to bribe aldermen to obtain franchises or for unprincipled politi- 
cians to exploit for their own advancement and enrichment the properties 
owned by a municipality. Granting an absence of civic duty and interest 
the result would be about the same in either case. 

3. While so far as economic considerations enter prudent arrange- 
ments with private companies may, by frequent renewals of franchises, 
produce nearly, if not all, the gains of competition in low charges and 
efficient service. 

In conclusion I wish to emphasize that an improvement in political 
morality and a greater interest in government by honest men is far more 
important to social gain than municipal ownership; and that the latter is 
necessarily conditioned by the former. 



APPENDIX 99 



THE RIGHT TO OVN AND OPERATE STREET RAILWAYS 
MAY BE OF GREAT VALUE TO QTIES, EVEN THOUGH 
SUCH RIGHT BE NOT ACTUALLY EXERCISED, AS A MEANS 
OF ENABLING QTIES TO DEAL MORE ADVANTAGEOUSLY 
WITH PRIVATE CORPORATIONS* 



LETTING CONTRACTS WITHOUT COMPETITION. 



[Bditorial in the £n|rineering News and American Railway Journal, November m, 1900 ] 



The long-continued deadlock between the Government and the armor- 
plate manufacturers has at length been settled by the closing of contracts 
for about 36,000 tons of armor at a total price of about $16,000,000, the 
cctatract being divided equally between the Carnegie and the Bethlehem 
companies, and the prices varying from about $400 to $452 per ton. 

It is interesting, in the light of these figures, to recall the discussions 
in the last session of Congress over prices of armor-plate. The naval 
appropriation bill as passed by the House allowed $545 per ton for the best 
quality Krupp process armor-plate. The Senate refused to allow so large 
an amount, however, and a compromise was finally effected by which 
the whole matter was left to the discretion of the Secretary of the Navy, 
authority being given him to proceed with the construction of a Gov- 
ernment armor-making plant in case he was unable to obtain terms which 
he deemed "reasonable and equitable'' from the armor-plate makers. It 
was doubtless this weapon in the Secretary's hands which finally induced 
the two armor-making concerns to lower their bid to the figures named 
above. 

The situation in which the Government has been placed in these 
negotiations is one which occurs so frequently nowadays, and one in 
which such large responsibilities are laid upon the ofiicial representing 
the public, who is not seldom an engineer, that it seems to merit some 
discussion in these columns. 

The root of the whole trouble, it may be said at once, is that we 
are attempting to rely on the principle of competition to regulate prices 
in a field where it is impotent and inadequate to do so. Our laws are 
based on the theory of free competition. The Government ofiicials are 
compelled by law to publicly advertise for bids to ^i:ft)p)y •arni&^^plate 



lOO STREET RAILWAY COMMISSION 

as if they were buying bacon or blankets, and as if a dozen or a hundred 
firms and individulas could step in with a bona fide bid. The evil in this 
practice is not the absurd red tape of advertising for bids, when it is known 
in advance that no really competitive bids can be obtained, but is the 
fact that the law relies on competition to protect the Government with 
respect to price, and leaves it without protection when competition dis- 
appears. 

It is time that the real condition of affairs was frankly recognized by 
our law-makers; and that methods were adopted and sanctioned by 
law which will better protect the public interests. 

The armor-plate matter well illustrates this: As we have already 
noted, the Secretary of the Navy was instructed to purchase armor 
provided he could obtain it "at a reasonable and equitable price." Is 
the figure which he finally accepted "reasonable and equitable," and 
how did he or how can any one, no matter what their expert qualifica- 
tions, determine what constitutes "a reasonable and equitable price" in the 
absence of competition? 

There are all sorts of curious answers to this question in these days. 
We even hear the doctrine defended that the man with a monopoly — 
or the corporation with a monopoly — ^has a perfect right to take advantage 
of it. According to this doctrine, the armor-plate makers had a right 
to make their price as high as the necessities of the Government would 
permit. By the same token, the steel rail pool has a right to set its 
prices as high as it deems the railways will pay rather than go without 
the rails; the street railway (barring franchise restrictions) has a right 
to charge its passengers as high a fare as they will pay in preference 
to walking or traveling by some other mode of conveyance. After all, 
however, the defenders of this doctrine are few and far between, and 
it can never be sustained in the courts. The armor-plate manufacturers 
had no legal or moral right to raise their price because it was necessary 
for the Government to have what they alone could furnish. 

It may be of interest to see what argument was actually used by the 
armor-plate makers as justification for their original asking price. It 
was said that the Government had paid a certain price per ton for the last 
Harveyized armor furnished. The new Krupp armor was alleged to 
be more expensive to manufacture, and to involve a payment of $40 
per ton (if we rightly recall the figures) by way of royalty. It was 
alsQ alleged that the new armor was so much better than the old that 
a thinner belt would give equal protection, and hence that it would cost 
the Government no more to equip a vessel with the new armor than 
the old. In view of these facts, the armor-plate makers, we believe, 
set their asking price about $100 above the old rates on the last contract. 

But all this, again, is far from proving this price to be "reasonable 
aTtfd equitable." The old price was fixed by the same happy-go-lucky 
methods as the new. The Krupp armor may be more expensive to 
make than the Harveyized; but $60 per ton seems a rather generous 
allowance for this. The $40 per ton royalty for the Krupp process 
appeifi ttc ,llftvp idwindled now to $24.32, and one wonders who has 
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submitted to lose a "rake-off" of some $15.68 per ton on 25,000 tons 
which they would have received had the first offer of the armor-plate 
makers been accepted. 

We will now attempt to define what constitutes a "reasonable and 
equitable" price — not only for armor-plate, but for any commodity whose 
price cannot be fixed by competition. Such a price must be a sum which 
will repay the producer all his expenditure for labor and material, in 
whatever form it may have been bestowed, and which will in addition 
give him a reasonable return upon his invested capital, the risk involved 
in the enterprise being always considered. It may be objected, perhaps, 
that this definition does not include for payment the skill expended or 
for profits; but this is not the case. The skilled manager's compensation 
is rightly classed under the head of labor, and reasonable profit should 
be included in the return on the investment. 

Perhaps the armor-plate prices just agreed upon are "reasonable and 
equitable," but the public will not be satisfied of it, because the basis on 
which its determination is possible has been ignored in fixing these 
prices. We do not say this to criticise Secretary Long's action. He has, 
we doubt not, made the best of a difficult situation. The trouble is with 
the system, not the men. It has been attempted to run a business in 
which free competition cannot exist upon a competitive basis and such 
an attempt is always disastrous. 

The sensible way of dealing with the armor-plate business would 
have been to have recognized it as a natural monopoly at the outset. At 
that time, the Government might either have established its own armor- 
making plant, or, if it was deemed better to obtain the advantage of the 
organization and skill of one of the great steel-making concerns, a per- 
manent contract should have been made, by which it would become the 
sole maker of armor-plate for the Government, the price being computed 
from the actual expenditure of labor and material plus an agreed allowance 
for interest on investment and profit — and the whole operation, including 
the bookkeeping, being subject, of course, to Governmental supervision. 

The sooner we adopt some such common-sense method of dealing 
with the problems of monopoly and abandon the present short-sighted 
policy of trying to keep alive competition by sinking capital in the 
construction of new competing plants, the better it will be for the public. 

As we have said, this question is far broader than the mere matter 
of prices of armor-plate. It is important, for example, in city adminis- 
tration. There are cities still, we believe, which go through the farce gf 
opening annually bids for lighting streets with gas, or electricity, or 
furnishing telephone service for the current year. In the matter of 
garbage disposal, which is now receiving so much attention, it appears 
to be thought that the proper thing to do is to open the matter to public 
competition and invite bids for removing and treating in a sanitary manner 
the city wastes for a short term of years, three to five, perhaps. No 
one seems to remember that a permanent and substantial plant for effecting 
this is a first requisite for such work, and that the contractor, if he docs 
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business on a proper basis, must get back his investment within the term 
of his contract, and must fix his price accordingly. 

We have another illustration of the impotence of competition in the 
case of engineering works of great magnitude. When the New York 
Rapid Transit Act was passed, those who framed it required the whole 
work to be let to one contractor. The result might have been expected, 
and as this journal indeed predicted, was that there was almost no 
competition, only two bids being received. When the work was divided 
into sections and sub-contracts were offered, a host of contractors were 
on hand with their proposals, and competition was most active. Boston, 
when it built its subway, divided the work into contract sections of 
moderate size, and was able to let them on most advantageous terms. 
New York might have pursued an equally sensible and economical course 
had those who framed the Rapid Transit law not been ruled by false 
theories of political economy. 

Here is another illustration on even a larger scale: There has been 
at various times newspaper talk of contractors offering to build the whole 
Nicaragua Canal for the engineer's estimate, or for a sum considerably 
less. Probably when the enterprise is seriously taken up, as it almost 
certainly will be this winter, more will be heard of such offers. It hardly 
need be said that such propositions deserve to be and are likely to be 
promptly turned down. When that work is undertaken, it should, of 
course, be divided into sections and every contractor competent to bid 
should be given a chance to compete. To let the whole contract for one 
lump sum would certainly result in large loss to the Government. 

We are aware that some critics will say in all this we have not 
touched the root of the difficulty; that private enterprise is always to be 
preferred to Government work; and that public officials are so dishonest 
and incompetent that it is better to "farm out" Government work, even 
when competition is absent, rather than trust it to public officials. The 
answer to such criticisms is, first, that we do not think so meanly of the 
character of our public servants, and in the second place, that if these 
officials are really as bad as these critics claim, they have quite as many 
chances to line their pockets under the present system as they could were 
they given the direct conduct of the work. 

The armor-plate matter is again an admirable illustration. If the 
Navy Department can be trusted to make the contracts for armor-plate 
which it has just signed, could it not be trusted to manage an armor- 
plate mill? If it can honestly protect the public interests in dealing with 
the armor-plate monopoly held by two concerns, could not its honesty 
have been trusted to carry out the plan we have suggested and formally 
recognize the monopoly of a single firm? Will any one argue that the 
quality of the product would be worse in a Government plant, in view 
of the investigation a few years ago into the methods of doctoring blow- 
holes in armor-plate? 

Or let us take municipal administration again: If city officials are 
corrupt, was ever a better scheme devised to enable them to line their 
pockets than the plan of letting contracts to franchise companies for 
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short periods? How nice to be able to comply with all the legal require- 
ments, let publicly advertised contracts, win renown by much-heralded 
efforts to "foster competition/' and pocket a nice perquisite which this 
very competition has stimulated into being! 

These are some of the penalties which the taxpayers have to bear 
for the attempt to conduct natural monopolies upon competitive lines. 
Where a beneficial competition can be maintained, by all means let it be 
done; but where in the evolution of industry only a destructive competi- 
tion, or none at all can be secured, it is for the public interest that the 
fact be recognized, and that other measures be provided for the protection 
of the public. 



FRANCHISE PHILOSOPHY- 



[Editorial in the Chicago Tribune of November a6, 1900.] 



The Engineering News, in an extended editorial comment on the 
contracts recently let by the Secretary of the Navy for 36,000 tons of 
armor-plate, to cost about $16,000,000, makes some apt observations upon 
the necessity for adopting new methods for reaching fair prices for public 
supplies or services, where the subject matter is of such dimensions or 
where the circumstances involve such an advantage or approximate monop- 
oly on the part of one company or a few companies as practically to 
prevent competitive tenders. Whether the supply in question be that of 
armor-plate at so much per ton, or of local rapid transit at so much 
per ride, or of electric light at so much per lamp, the point is made that 
if competition for such supply no longer prevails in fact, the futility of 
relying upon its form as a means of securing fair terms should be recog- 
nized, and some other expedient for that purpose should be adopted. 

In the last naval appropriation bill the House proposed to allow a 
maximum price of $545 per ton to be paid for the armor-plate in question. 
The Senate, however, forced a modification under which the Secretary 
of the Navy was authorized to estaiblish an armor-making plant in case he 
could not obtain a price which he deemed "reasonable and equitable." 
The result was that the contract was divided between the Carnegie and 
Bethlehem steel companies at prices ranging from about $400 to $450 
per ton, or about $100 per ton below those formerly insisted upon by 
the companies, and the Engineering News expresses the opinion that 
"it was doubtless this weapon (the power to establish a Government 
plant) in the Secretary's hands which finally induced the two armor- 
making concerns to lower their bid to the figures named." 

In its final and wise decision on this subject Congress recognized (i) 
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that competition in prices for large amounts of armor plate cannot be 
secured; (2) that it was itself as a body unable, under the circumstances, 
to ascertain what would be fair prices; and (3) that the most effective 
leverage to place in the hands of the Navy Department to enable it to 
secure approximately reasonable figures was to authorize that department 
to establish a plant and manufacture armor-plate on its own account. 

The application of these facts to the present street railway problem 
is obvious, and action in accordance therewith is already in contemplation 
by the special commission which is dealing with the subject. That com- 
mission appears to be unanimously of the opinion that it wotild be wise 
at least to open the way for municipal ownership and operation of the 
street railways of the city, and the commission is likely to urge enabling 
legislation to that end. This does not, however, necessarily indicate a 
disposition on the part of the commission to favor such ownership and 
operation at the present time, or, indeed, at any time. But it does indicate 
a perception on its part of this important fact — namely: that just as the 
SecreiESry of Navy was able to secure a reduction of $100 per ton in the 
price of armor-plate, largely if not entirely through the reserved power 
to establish a Government plant, so the city will without question be in a 
more advantageous position for securing fair terms in any future arrange- 
ments with the street railway companies if it possesses power to make 
I'apid transit a municipal function. 

If the recommendation for legislation in this direction which the Street 
Railway Commission is likely to make are approved by the City Council 
and the public, that approval will, in the present state of the civil service, 
be induced by such cautionary and strategic considerations as those just 
indicated, rather than with the expectation that the reserved powers 
conferred will soon be exercised. 
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V* 



EXTRACTS FROM THE REPORT OF THE SPECIAL COMMITTEE 
APPOINTED BY AUTHORITY OF AN ACT OF THE MASSA- 
CHUSETTS LEGISLATURE TO INVESTIGATE THE RELA- 
TIONS BETWEEN QTIES AND TOWNS AND STREET RAIL- 
WAY COMPANIES* 



The Special Committee on Street Railways, appointed under the 
provisions of chapter 509 of the Acts of 1897, submit the following 
report : 

The inquiry the Committee was directed to make proved, when fairly 
entered upon, far more comprehensive and laborious than was at first 
anticipated. A vast amount of experience of a most varied character, 
bearing on what may be termed the street railway problem in its different 
phases, has, during the last twenty-five years, been accumulated in nearly 
all portions of the civilized world: but no comprehensive study and com- 
parison of results has been made, nor is there any publication or document, 
official or otherwise, containing a sufficient body of reliable data. On 
the general subject there is, it is true, much to be found scattered about 
in various official reports and investigations, as well as in almost innumer- 
able short treatises, pamphlets and magazine articles; but these, in the 
comparatively rare instances where a degree of reliance can be placed 
upon them, have as a rule either been written for a specific purpose and 
in advocacy of some special theory, or they are of merely local interest. 
There exists, also, a vast and varied amount of popular misinformation 
as to results alleged to have been reached elsewhere, more especially in 
certain European cities. As regards these, indeed, statements are made 
of a character so wholly misleading that the Committee finally reached 
the conclusion that it was safe to accept nothing unless verified by 
examination on the spot; for, even where the facts are in the main as 
alleged, varying conditions make the conclusions naturally to be inferred 
from those facts usually deceptive, and almost invariably in greater or 
less degree inapplicable here. 

While, therefore, two members of the Committee devoted themselves 
to investigations in this country and in Canada, one member went to 
Europe, there to make such inquiries as might, under the circumstances, 
be practicable. As respects information, the foreign conditions proved 
similar to those at home, though, if possible even more pronounced; at 
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a sufficient cost in time, patience and money, a vast amount of interesting 
and instructive experience was attainable; but the statistics are even 
less perfect than in America, and no comprehensive report or official 
publication exists. 

The Committee has no disposition to appear to exaggerate the impor- 
tance of street railway developments, and the interest felt in them; but 
as the investigation proceeded it became apparent that not only was the 
whole civilized world at work on improved municipal transportation, but 
every considerable town in both hemispheres is acquiring experience of 
more or less general value in regard to it, while at the same time seeking 
to learn the results of experience elsewhere. This is more obviously true 
of material and scientific appliances — cars, motors, inductors and track 
laying; but in its other and more abstruse aspects the problem is of the 
utmost hygienic and governmental importance. As a public agency the 
electric street railway is now fast revolutionizing the character of urban 
life, spreading it over a wider area and subjecting it to new influences; 
while entailing, in such items as paving, sewerage and police, a vastly 
increased municipal expense. Under these circumstances there is a wide- 
spread call for a comprehensive report on street railways, its preparation 
implies a very considerable command both of time and money, as well 
as of governmental machinery. To make such a report of general value, 
it would, in the judgment of the Committee, be necessary that the 
person preparing it should be not only in official communication with the 
whole consular department of the government, but he would himself have 
to give from a year to eighteen months of time to local examinations, 
and the comparative verification of the statements which reached him. 
It is needless to say that neither the time nor the means at the disposal 
of the Committee sufficed for work of this description. On the other 
hand, it is distinctly work which might most properly as well as advan- 
tageously be made a feature in the next national census, and the Com- 
mittee proposes at the proper time to call to it the attention of those in 
charge of that work. 

Under the terms of the act ordering the inquiry, it was confined to 
certain phases of the problem. Limited specifically to what may be termed 
the franchise relations of street railways and to questions of taxation, 
it was not to include the mechanical or scientific apparatus in use. the 
facilities afforded, or, except incidentally, financial and economical results. 
The present report will, therefore, be devoted to a brief discussion of 
principles, and a concise presentation of conclusions reached. 

Though the street railway is in legislation as well as in the popular 
mind usually associated with the steam railroad, the two are, in law 
as well as in mechanics, quite distinct. Both are comparatively recent 
outgrowths of the tramway, which first came into use in the English 
mineral regions more than two centuries ago; but, while the railroad was 
a use of steam power in a new direction, and a pure consequence of the 
discovery of that power, the street railway was merely an obvious devel- 
opment of the old tram applied to the omnibus route. In its case the 
process of evolution was, therefore, in the earlier stages quite simple. 
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As the modern municipalities expanded, the demand for better facilities 
of urban, or, as it would be termed in Europe, intra-mural, transportation, 
made itself increasingly felt. N.aturally the street car and the tramway 
at length suggested themselves as convenient agencies — the street car being 
nothing more nor less than an improved omnibus, and the tramway a 
special feature in the pavement of the public way ; a feature adapted, it is 
true, to the car's special use, but not necessarily excluding from general 
uise the portion of the street in which it is laid. This is all the street 
railway was fifty years ago, when first laid ; it is all it is now — an improved 
line of omnibuses, running over a special pavement. If this fact be firmly 
grasped and borne constantly in mind, the discussion, and the principles 
underlying it, are greatly simplified. The analogy throughout is with 
the omnibus line, and not with the railroad train; with the public thor- 
oughfare, and not with the private right of way. Upon this distinction, 
indeed, all the questions now to be discussed, whether of taxation or of 
franchise privilege and obligation, will be found to turn. 

The economic idea of regulation by means of competition through 
private ownership was long at the basis of street railway, as of railroad, 
legislation. Having a strong hold on the public mind, this theory, in 
the one case as in the other, had, slowly and wastefully, to be outgrown. 
The motive power in use with the street railway for very many years 
also underwent no practical change. Steam engines of various descrip- 
tions were tried, and, indeed, may still be seen in use in some European 
cities — notably in Birmingham, England, and Florence, Italy — ^but their 
use proved unsatisfactory; while the cable system, though still well 
adapted to certain conditions of topography and street movement, was 
too elaborate and costly for general adoption. It was not, therefore, 
until 1888, or practically within the last ten years, that the development 
of electricity as a motor introduced a new feature into street railway 
mechanism, and gave to the system an increased impetus, the far-reaching 
influences of which have as yet but in part made themselves felt. 

The rapid development and increasing importance of the street railway 
as a public-service agency have meanwhile brought a new class of questions 
to the front — a class of questions already considered in connection with the 
supply of water and of gas, but which now assume a somewhat different 
aspect. The idea of regulating the street railways through competition 
of lines in private ownership, often for considerable distances of necessity 
using the same tracks, has by degrees been abandoned. The modern 
practice, as well as theory, is the consolidation of lines in a given muni- 
cipality under one ownership, that ownership to be held to strict account- 
ability as a recognized public agency. Through such a system it is 
believed the most economical results, public as well as private, can be 
attained — a much longer carriage for the same fare on the one side, and 
the avoidance of duplicate machinery and organization on the other. 
Single ownership of some sort, public or private, may therefore be 
accepted as a condition of the problem. Competition is eliminated 
from it. 

The service to be rendered, and the agency through which it is 
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rendered, involve, however, in this case a pecuhar and to a degree exclu- 
sive use of municipal thoroughfares. Not only has a special feature in 
the pavement to be provided and kept in repair, but the movement of 
vehicles on that special pavement is such as often to necessitate, through 
street widening and otherwise, provision of space; for, as the street car 
cannot turn out of the way of other vehicles, other vehicles must have 
room provided in which to turn out of the way of the street car. Under 
existing conditions also the street car is kept in motion by an apparatus 
of cables or wires — underground or overhead — established for its sole 
and separate use, and which can neither be duplicated nor used in common 
by others. When it is added that provision in all these respects has to 
be made on the surface of the most frequented thoroughfares and principal 
business streets, the importance and difficulty of the questions sure to 
arise at once suggest themselves. 

The varied experience of the last forty years has already developed, 
or is now developing, three distinct lines of treatment of the relations 
between the street railway and the municipality. The first is the natural 
outcome of the original idea of private ownership of both track and 
vehicle; the improved omnibus, in other words, runs over a special 
pavement, laid down by the omnibus company in the public way for its 
exclusive use. The company owning and operating the line is organized 
under a State charter, but holds its location in the streets under a 
municipal permit, usually granted for a fixed term of years, but in Massa- 
chusetts perpetual in theory, though in point of fact revocable at any 
time. This is complete private ownership, and it exists not only in 
America, but is almost equally well known and recognized in Europe. 
The second line of development is a recurrence to the original principles 
of ownership; the street and its pavements belong to the public, the 
vehicles that run upon the pavements to private parties, whether individ- 
uals or corporations. No distinction of ownership or control is under this 
system recognized between pavements, whether of wood, stone, concrete 
or iron, or a combination of two of those materials or of all; in any 
and every case the pavement is laid down and cared for by the municipality, 
which thus in no way surrenders or compromises its control of its own 
streets. Having laid, and owning, the pavement, it does, however, con- 
cede to a company, on such terms as may have been agreed upon, the 
exclusive right to run vehicles for a greater or less period of time on a 
specially prepared part of the pavement. In this case the vehicles and 
motive power only belong to the private company. The third line of 
development is in the direction of full public ownership — what is known 
as municipalization. The analogy of the public water and public gas 
service is here followed, and both private ownership and private man- 
agement cease, the municipality running the omnibus as well as controlling 
the street and owning the pavement. In the course of its investigations 
the Committee has enjoyed opportunities of studying each system in 
actual operation, and has heard the merits of each explained by managers 
and advocates. 

In a general way, and subject to limitation and exceptions, it may 
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furthermore be said that, while the first, or private, ownership system 
is that most commonly in use in America, in Germany the development 
is in the direction of the second, or mixed, system, and in Great Britain 
there is a strong and growing tendency toward a thorough trial of the 
last system, known as municipalization. But whether, in the process 
of development, the tendency is toward the adoption of one or of another 
of these three systems, it seems to be recognized everywhere as a funda- 
mental principle that the application of the system is of distinctly municipal 
or local concernment, the community as a whole having only a broad 
interest in the principles involved. In other words, in Europe, as in 
America, the use made of streets and thoroughfares, as well as their 
care, is essentially a municipal matter. The town or city, whether 
technically owning the public ways or not, is responsible for them, and, 
under certain broad general regulations, is free to control them in such 
way as it sees fit. The use of the highway for street railway purposes, 
in Europe, as in Massachusetts, was at first an innovation, and, as such, 
legal provision had to be made for it; but when that provision was made, 
either by general law or special enactment, it became largely an extension 
of municipal and not of State, functions and control. The officers of 
the municipality were authorized to permit the occupation of streets 
for tram or railway purposes under provisions of law; but the control 
of the municipality over them was subjected to the least possible inter- 
ference from without. In passing upon every question which may arise 
this principle of municipal street control also should be clearly kept in 
mind. That the street railway, like the thoroughfare it partially occupies, 
has in many instances outgrown municipal limits, and so become an 
instrument of inter-urban travel and communication, is apparent, and 
this fact also has to be recognized as introducing new elements into 
the problem; but the fundamental principle of local control is thereby 
no more destroyed in the case of the railway than in the case of the street 
itself. 

Starting, then, from this basis, the present elaborate street railway 
system has by degrees been evolved. The whole development has taken 
place within the last half-century, and vastly the greater portion of it 
within the last ten years; it has, moreover, been essentially American. 
That the system now in use, whether in Massachusetts or elsewhere, is 
in all respects perfect, no one, of course, would maintain; that it is 
rapidly developing in answer to a public demand is apparent. 

So far, however, as Massachusetts is concerned, it may not be out 
of place here to say that a comparison of systems does not tend to show, 
either as to practical workings or results accomplished, any grounds for 
serious criticism. As a working machinery for the daily accommodation 
of vast numbers of persons, the street railway companies of the Com- 
monwealth fulfill their function quite as well, with as little friction and 
at as reasonable cost as any similar machinery elsewhere which the Com- 
mittee has had an opportunity to study. On this head, as already intimated, 
it is not safe to accept loose assertions, no matter how positively made 
or frequently reiterated, as evidence of what really exists. In every 
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community persons claiming to speak as authorities are apt to be in 
evidence declaring that somewhere else, in this case in Baltimore perhaps, 
or in Toronto, in Glasgow or Birmingham, or in Berlin, an ideal condition 
of affairs has been reached, in which perfect street railway accommodations, 
low fares, rapid transit, and contented officials and employes are working 
in harmony with a thoroughly well satisfied municipal government, to 
the expenses of which the railway company contributes a liberal share, 
while at the same time paying reasonable dividends to its stockholders. 
The members of the Committee have only to say that, if such a street 
railway Utopia anywhere exists, they have in the course of their investi- 
gations failed to find it. That the street railways of Massachusetts have, 
as a whole, cost much more than they could now be replaced for, is as 
indisputable as it has been unavoidable; that in some cases they have 
been over-capitalized, through questionable processes of financiering, is 
more than probable; but these, after all, are to a greater or less extent 
incidents inseparable from an unusually rapid development along new 
lines and in untried fields. 

And this statement at once suggests a consideration of importance — 
a consideration in fact, going to the very root of the matter the Com- 
mittee was appointed to investigate. It is not merely a question of greater 
or less expenditure, but, if the account is to be correctly balanced, what 
has been gained through that expenditure, or would have been lost had 
the expenditure not been incurred, must also be considered. To institute 
a comparison, for instance, between the street railway transportation of 
Boston as at present developed and that of Birmingham, of Glasgow 
or of Berlin, is so absurd as to suggest ignorance. The appliances in use 
in the European cities named may, and probably do, answer the demands 
there made upon them; but they pertain to conditions of urban life and of 
urban movement wholly different from those which now prevail in 
Massachusetts. A single illustration will suffice. Glasgow has a popula- 
tion of some 800,000, served by T^ miles of tramway, measured as single 
track; Leeds has some 400,000, served by 27 miles; Boston has nearly 
500,000, served by 220 miles. In the neighborhood of 400,000 passengers 
are each day carried on the Boston street railways, while the combined 
railways of Glasgow and Leeds, serving a population more than twice 
as large, carry but 300,000. In other words, with more than five times 
the population to each mile of street railway track, the number of passen- 
gers daily carried in the two cities of Great Britain is only three-fourths 
of those carried in Boston. 

While the Committee was conducting its investigation in Great Britain 
a sanitary congress, at which some 800 delegates were present, was held 
in Leeds, one of the cities above referred to. The eminent medical 
authority who presided over the sessions of this congress referred in 
his opening address to the distribution of urban population over a wider 
area as one of the most crying needs of the day. In regard to it he 
used the following language: "What is urgently needed in Great Britain 
today is, firstly, drastic and radical legislation, by which local bodies 
may be able to acquire land compulsorily, on paying full compensation. 
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for building workmen's houses, and then quick and cheap early traveling, 
rendering it possible for city workmen to live in the surrounding country." 

So far as the work here referred to is concerned, that of distributing 
urban population over a wider area, with all the results, direct and 
indirect, therein implied, a most superficial examination will suffice to 
show that Massachusetts is far in advance of any portion of Europe. 
This has, too, in large degree been brought about in an extraordinarily 
short time, not by ''drastic, radical legislation," such as that contemplated 
in Great Britain, but through the rapid and energetic expansion of the 
street railway system, seen in the comparative statistics just given. That 
in effecting this expansion much costly experimenting, not always suc- 
cessful, has been paid for, is undeniable; but it remains to be proved 
that the work, though done through private corporations, either cost 
them, or through them cost the community, more than from a public 
point of view it >^as worth, or a portion even of what it would cost if 
done in the way suggested at the Leeds Sanitary Congress. This is 
the other side of the account; and that the work in Massachusetts repre- 
sented by the items which appear on this side was done in response to 
a public demand, at once outspoken and urgent, is matter of common 
knowledge. 

One feature in the franchise granted to the Massachusetts companies 
immediately attracts notice ; from the beginning they were, and still almost 
invariably are, in terms perpetual, while in reality legally revocable at 
the discretion of local boards. In this respect they are peculiar, almost 
anomalous!; for, as a rule, both in this country and in Europe, concessions 
have been granted private companies for fixed periods of time only, during 
which the franchise, or concession, is in the nature of a binding contract. 
These contracts, especially in European cities, are almost infinite in their 
variety. They run from, periods of fourteen to a hundred years, and, 
like leases between private parties, are framed so as to provide in 
advance for every contingent likely to arise. In Massachusetts, on the 
other hand, the grants of location have, as a rule, been of the simplest 
possible character, drawn in the most general terms, and with a noticeable 
absence of technicalities, reservations and safeguards against contingencies ; 
and yet, while by these locations the local boards apparently granted the 
corporations rights in perpetuity in the public ways, the law, at the same 
time, reserved to the boards the power to revoke those rights at dis- 
cretion. 

In theory, such a franchise is to the last degree illogical. It can be 
compared only to a lease, terminable at will by the lessor, and without 
provision for the compensation of the lessee. Such a system, if sug- 
gested, would naturally be pronounced impracticable, if not absurd, and 
it would be assumed that private capital would never embark in ven- 
tures so lacking in the element of permanence and security. Yet in Massa- 
chusetts this has not proved to be the case; nor can it be said that the 
system has, for the half-century it has been in use, worked otherwise than 
on the whole satisfactory. 
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A more fixed tenure of franchises is, however, by the terms of the act 
creating the committee, one of the two points it is especially instructed 
to consider. The substitution for the present indefinite concessions 
of a specific and binding contract, covering a fixed term of years, setting 
forth the rights and obligations of the parties thereto and containing a 
rule of compensation for the purchase of the property in case of failure 
to renew, at once suggests itself as a measure of reform; and yet, in the 
course of the protracted hearings before the committee, it was very 
noticeable that no such change was advocated by the representatives of 
the municipalities or of the companies, nor, apparently, did the suggestion 
of such a change commend itself to either. Some amendments in detail 
of the existing law, and partial measures of protection against possible 
orders of sudden, ill-considered or aggressive revocation were suggested; 
but it was evident that, while the municipalities wanted to retain as a 
weapon — a sort of discussion bludgeon — the right of .revocation at will, 
the companies preferred, on the whole, a franchise practically permanent, 
though never absolutely certain, to a fixed contract tenure for a shorter 
term, subject to the danger of alteration at every periodic renewal. 

It is a generally conceded principle, that in dealing with matters of pub- 
lic policy it is not wise to disturb existing methods, no matter how illogical 
or inconsistent with theory they seem, provided they work reasonably 
well in practice. The community is accustomed to certain ways of doing 
business and reaching results; and if the results, looked at as a whole 
and through a sufficient period of time, are satisfactory, it is questionable 
wisdom to scrutinize too closely either the logic or the symmetry of the 
ways in which those results are reached. 

The term franchise, or concessions for a fixed contract period, is, 
moreover, open to serious objections. As the members of the committee 
found wherever they studied it in operation, in this country or in Europe, 
it is apt to operate practically as a check on enterprise, and a bar in the 
-why of ^ny development involving the investment of fresh capital or of 
earnings which might be divided. The inducement is strong to get the 
largest profit possible out of the time conceded, without increasing the 
value of a system a renewed lease of which will at some specified time 
be under negotiation. This has been markedly the case in Great Britain. 
The term franchise has there been universal since 1870, and the rights 
of the municipalities are so very carefully protected that their best inter- 
ests have been systematically sacrificed. The municipalities have, in fact, 
been so afraid that they would in some way be out-bargained that they 
have as a rule fairly over-reached themselves; and now, after the lapse 
of twenty yeans, they are naturally served by undeveloped lines, with 
antiquated appliances, simply because they made it the distinct interest of 
the companies operating those lines to provide nothing better. The Massa- 
chusetts franchise, with its terminable-perpetuity feature, may be illogical, 
— it seems, in fact, a contradiction in terms, — but it recognizes an owner- 
ship under limitations, and the holder of the franchise works with the 
incentive of gain. It is the familiar case of the free-holder as compared 
with the lease holder; and human ingenuity does not seem as yet to have 
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devised any tenure under which men, much less corporations, will develop 
a business with the same degree of enterprise when they are working 
for the ultimate advantage of others as when they are working for 
themselves. Indeed, there is no feature connected with the street railway 
development of Europe, and especially of Great Britain, as compared with 
that of America, which is so noticeable as this. The companies are there 
all in the nature of tenants, or leaseholders, trying to get everything they 
can out of their concessions during the term for which they hold them. 
They care nothing for developments of which they are not likely to enjoy 
the results. In the end, therefore, the community suffers; and it is this 
sense of loss, and consequent discontent with the situation, which is the 
chief inducement held out for the experiment of municipalization; al- 
though, on the other hand, it is recognized that municipalization may 
involve an attempt at development on political rather than on business 
principles. The same thing was noticeable in the American cities visited 
by the committee. The term franchise here, too, has been productive 
of dissension, poor service, scandals and unhealthy political action. There 
is probably no possible system productive of only good results and in no 
respect open to criticism; but, in fairness, the committee found itself 
forced to conclude that the Massachusetts franchise, which might perhaps 
not improperly be termed a tenure during good behavior, would in its prac- 
tical results compare favorably with any. Certainly those results are as 
immeasurably as they are undeniably better than the results as yet pro- 
cured in Great Britain. 

While, therefore, the tenure by which the Massachusetts street rail- 
ways now hold their locations is calculated to excite uneasiness in the 
minds of security holders, yet that uneasinesss is, so far as the public is 
concerned, not without its compensating advantages in management. Ques- 
tions involving hardship and litigation may at any time present them- 
selves, and this possibility, there can be no doubt, does stand in the way 
of the sale of street railway company securities at a price they would 
otherwise command. The investigations of the Committee have not, 
however, led its members to believe that the public would derive benefit from 
the substitution of any form of term franchise now in use in place of 
the prescriptive Massachusetts tenure. But, even if such a substitution 
were on , the whole deemed desirable, it would be futile to propose so 
radical a change, for existing companies at least, if, while no serious pub- 
lic detriment can be alleged, neither companies nor municipalities appear 
in advocacy of it. As was apparent at the hearings before the Commit- 
tee, what the companies desire is a tenure as nearly as possible in per- 
petuity, with a restricted power of revocation only in the hands of the 
municipalities; what the municipalities desire is to retain, as a weapon 
convenient to have at hand, the legal power of revocation at will. 

In the course of the hearings before the Committee, attention was 
called to certain features in the existing law, which, it was urged, might 
be changed to advantage. On behalf of the general public, it was as- 
serted that, heretofore, concessions of great value had been much too 
freely granted by those temporarily in charge of the affairs of municipal- 
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ities; that insufficient franchise obligations had been imposed on the com- 
panies ; that no provision had been made in the franchises to compel com- 
panies to bear their reasonable share of expensive improvements rendered 
necessary by locations freely given them; that practically no limits had 
been set to profits, or provision made in case of excessive profits for a 
division of the same, or a reduction of fares ; and, finally, that locations had 
been, and now occasionally were, made in streets and thoroughfares with- 
out any, or without sufficient, regard to the wishes and feelings of resi- 
dents and property holders thereon. 

On the part of the corporations it was alleged that the existing system 
was defective mainly through the insufficient protection afforded against 
the arbitrary revocation of locations, and the constant imposition of new 
and unjustifiable burdens through the threat of such revocation. They 
claimed, and submitted evidence to show, that the profits of the system 
were not unduly large, and that the constant changes necessitated by the 
advance of scientific apparatus, and the demand of the public for new 
appliances, the best accommodations and the most effective service, were 
such as to tax to the utmost the resources of the companies, while pre- 
venting any accumulation of profits beyond what was necessary for pur- 
poses of renewal, — if, indeed, proper provision for renewal could now be 
made. 

So far as the greater part of these grounds of complaint is concerned, 
whether advanced on behalf of the public or by the corporations, and 
however well founded they may be, they do not, in the judgment of the 
Committee, call for any considerable changes in the law as it now exists. 

The Committee is aware that different views exist on the meaning of the 
present law. By some it is held that the "restrictions" of street railway 
locations in the several statutes relating thereto are limited, and that any 
additional terms exacted or conceded are, in legal phraseology ultra vires, 
and cannot be enforced in law. This, however, is not the 
view usually taken, and confessedly, the practice has been and now is 
widely at variance with it.* Such a literal construction of the statute, if 
sound in law, would result in a noticeable breach in that principle of local 
self-government which is the basis of the Massachusetts polity. It would, 
indeed, carry the principle of centralized State control in this matter far 
beyond the point even, to which it is carried in the countries of con- 
tinental Europe. 

In the view of the Committee, however, the present Massachusetts 
system, while somewhat undefined and even contradictory in character, — 
as is not infrequently the case with a system built up by »degrees as the 



*"The law is very simple upon this point. It says that locations may be 
granted with such restrictions as in the judgment of the selectmen or the alder- 
men the public interests may require. But these local oflScials have in practice 
enlarged the word 'restrictions* so that it is made to include 'terms and con- 
ditions' also. To all practical intents and purposes the law might just as 
well read that locations shall be granted upon such terms, conditions, provisions 
and agreements' as the selectmen may in any case decide." (Argument of E. 
W. Burdett, counsel for the Massachusetts Street Railway Association, before 
the Committee, page 103.) 
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work of a succession of legislative bodies, — tends to treat this whole matter 
of street railways as one of local concernment. It is regarded as simply 
a question of the use which a given municipality sees fit to make of its thor- 
oughfares. The municipalities are held to be the best, and, indeed, within 
broad limits, the only, judges of that use; just as the railway corporations 
are the best, and again the only, judges as to the degree of protection 
afforded by the grants they accept. If municipalities or corporations 
choose, from over-eagerness or for other reasons, to enter into ill-advised 
or improvident agreements, which they afterwards repent, that is their 
affair; and the officials entering into such agreements are responsible to 
their constituents, whether the body of citizens or the holders of the com- 
pany's stock. It certainly is not the part of the Commonwealth either 
to prescribe the terms of grants, or, after they are made, to examine those 
terms with a view to seeing that they contain nothing of which the 
parties to them may thereafter repent. In this view of the matter, it would 
seem, on the one hand, that improvident concessions of an apparently per- 
petual character may have been, perhaps were, made by the agents of the 
municipalities, and valuable privileges were conferred, not coupled with 
corresponding obligations. On the other hand, in their eagerness to se- 
cure these valuable concessions and privileges, the corporations may have 
seen fit to regard the reservation which accompanied them as a mere mat- 
ter of form. Under the system in use in Massachusetts, it was, as it now 
is, in the power, as it was and is the duty, of those representing both 
municipalities and companies to insist on more specific and better-consid- 
ered grants, covering, if thought best, a given term of years, and binding 
in law during that term. 

Taking this view of the principles of polity and the public and corporate 
interests involved, the Committee recommends certain changes in the 
present law, intended to make that law conform more closely to established 
practice and existing conditions. On the one hand, it would grant the 
local authorities explicit power hereafter to impose such terms and con- 
ditions as they deem the public interests demand, on original grants and 
locations in the localities over which they have jurisdiction; while, on 
the other hand, it would protect companies whose tracks have been already 
located from new and perhaps unreasonable conditions sought to be im- 
posed in grants of alterations and extensions, which may be called for 
not less for public convenience than by corporate interests. These sug- 
gestions are incorporated in the draft of the act herewith submitted. 

With the above exceptions, the Committee has seen nothing which would 
lead it to suppose that any detriment, so far as the public is concerned, has 
been or is likely to be sustained under the present system, except in one 
possible contingency. The representatives of the corporations asked that, 
throughout the Commonwealth, appeal should be allowed from municipal 
authorities ordering the revocation of a street railway location to the 
Board of Railway Commissioners, as is already the rule within the terri- 
tory served by the West End Street Railway system. (Acts 1887, chapter 
413, section 8.) While it is true the revocation of a location may be arbi- 
trarily ordered, not only at a possible serious loss to the railway company, 
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but at no inconsiderable inconvenience to a local public, the local public 
can generally be trusted in such cases to make its influence felt on its repre- 
sentatives for its own protection. So far as the corporation is concerned, 
the concessions made to it are general, valuable and unlimited. The 
corporation might perfectly well have declined to accept the concessions 
coupled with the power of revocation, and refused to lay its tracks. With 
a full knowledge of what it was doing, it accepted the location, coupled 
with the right of revocation; and it is not easy to see on what ground, 
still holding the location, it can now ask to have the counterbalancing 
burden of revocation limited, as being liable to abuse, but without being 
able to instance numerous cases of such abuse, or, indeed, to show that 
the relations between the municipalities and the street railway companies 
had, on the whole, or indeed in any respect, been less friendly or productive 
of fewer good results in Massachusetts than elsewhere. 

Cases may, however, at any time arise in which a dispute between a 
municipality and a corporation, and consequent revocation of the location 
of the latter, might occasion serious public inconvenience outside of the 
locality in which the difficulty occurred. It has already been pointed out 
that street railways are now largely agencies of inter-urban communica- 
tion, or travel between towns. The same company not infrequently oper- 
ates roads in several connecting municipalities. Under these circumstances, 
it would seem but a fair degree of protection that no outside community 
should find itself suddenly deprived of its accustomed railway facilities 
by the removal of rails and wires as the result of a complication in some 
neighboring town. 

An examination of the street railway map of the Commonwealth dis- 
closes the fact that such a provision of law would, though nominally 
limited in its operation, be practically general. All the considerable street 
railway companies operate routes in two or more cities or towns; and it 
would be a simple matter for the few smaller companies which now would 
not come under the protection of such a law to extend their lines so as 
to bring themselves within it. Such being the case, it has seemed to the 
Committee better, under the existing condition of street railway develop- 
ment, to establish one general rule for all. A provision to this effect, 
authorizing the Board of Railroad Commissioners to revise the findings 
of the local boards, has accordingly been included in the draft of an act 
herewith submitted. 

"|» "J* 1* "I* ^* ^P T* ^P •P 

Reference has been made to the three lines of ultimate development into 
which the relations of street railway interests and municipalities seem 
now in this and other countries to be naturally working: that of (i) regu- 
lating private ownership; that of (2) the municipal ownership of a per- 
manent way, to be operated by a private company as lessee; and (3) 
municipalization. The first of these lines of development is that through 
which the street railway interests of the Commonwealth have grown up, 
and its advantages and defects are well understood. The chief objection 
to it is obvious, — it necessarily involves a divided control of streets, re- 
sulting in continual jealousies, misapprehensions and disputes. While, be- 
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cause of its apparent simplicity, as well as from the analogy of the steam 
railroad, it naturally suggests itself in the early and experimental stages of 
street railway development, it certainly does not now commend itself as a 
permanent or scientific arrangement. Even should it be continued indefi- 
nitely the Committee is clearly of opinion that it would be conducive to 
a better state of affairs were the municipalities to assume full control of the 
streets, meeting all charges for paving, for street cleaning, etc., and re- 
ceiving therefor from the companies a net annual money payment in lieu 
of work in kind. This would be in the nature of a commutation, — a pave- 
ment and cleaning tax to be paid by the company in consideration of the 
special provision made in streets for its exclusive use. While clear as to 
the expediency of this readjustment of burdens, the Committee has had 
great difficulty in devising a satisfactory basis on which to recommend it. 
The cost of paving, etc., is included in the accounts of the street railway 
companies under the general head of "(35) Repair of Roadbed and 
Track," and the items for paving are not separated from others. On many 
country roads, also, the obligation to pave is nominal; in city thorough- 
fares it is heavy; while in other cases the amount of work to be done and 
cost of removing ice and snow is another obligation which pertains dis- 
tinctly to the care of streets. The tracks of the street railways are in the 
nature of sidewalks and footpaths. In winter the public convenience de- 
mands that they should be immediately broken out, and kept constantly 
clear. In the case of the track, as in that of the sidewalk, the snow and 
ice, when removed, are necessarily thrown, temporarily at least, upon the 
traveled way. If they cause an obstruction, it is obviously the duty of who- 
ever is legally responsible for the condition of the traveled way to remove 
them; and for that condition the municipality is, of course, responsible. 
This has proved a fruitful source of misunderstanding between the com- 
panies and the town and city governments ever since the street railway 
system originated ; and the singular spectacle has not infrequently been wit- 
nessed of one gang of men, in private employ, shoveling snow from a track, 
while another gang of men, in public employ, shoveled it immediately 
back. In this case two propositions seem to the Committee equally clear: 
first, that it is the business of the city or town to keep its streets properly 
clear of obstrucions; and, secondly, that, under the circumstances, the 
street railway companies should, in this specific instance, compensate them 
for so doing. Yet, in the matter of removing ice and snow it is, under the 
New England climatic conditions, difficult to reach any rule of compen- 
sation, the expense actually incurred year by year varies so greatly. In cer- 
tain years it is nominal, in others it is extremely heavy. Nevertheless, in 
the opinion of the Committee, some rule should be established. 

After a careful study of such data and statistics as could be found 
bearing on this subject, the Committee has formulated certain provisions 
in the draft of a proposed act herewith submitted. They establish the legal 
obligations of the parties, restoring to the municipalities, in so far as may 
be, the full control of their public ways, and making them solely responsi- 
ble for the condition of those ways, both as respects pavement and free- 
dom from obstruction; and, on the other hand, so far as the street rail- 



Il8 STREET RAILWAY COMMISSION 

way companies are concerned, the present obligations for labor or pave- 
ment work are commuted into fixed money payments, in the nature of a 
tax. While the fairness of this commutation as respects amount, etc., can- 
not be demonstrated mathematically, it has been reached after careful 
study of the reports, and is believed to represent approximately existing 
conditions reduced to an intelligible basis. But, whether it does so, or iq 
some respects fails quite so to do, in its working the benefits will greatly 
outweigh any possible shortcomings, if it removes from the relations be- 
tween municipalities and the street railway companies a fruitful cause of 
ill-feeling, recrimination and arbitrary dealing. 

The system of private ownership of street railways, in the shape and 
to the extent now in use in Massachusetts, is not, however, that which 
most commends itself, in theory at least, to the judgment of the Committee. 
A better and more logical system would seem to be that already described, 
not unknown in Great Britain and elsewhere, but to which the experience 
of Germany is more especially tending, — a system under which the muni- 
cipality both owns and controls the whole surface of its streets, whether 
paved with other material or with iron, and leases to a private company 
the right to run vehicles over prescribed routes on tracks therein specially 
provided. 

The process through which this result has been, or is now being, 
brought about in foreign countries is simple and well worth the careful 
consideration of American municipalities. It is as follows: In the first 
place, European street railway franchises, or concessions, are never per- 
petual. They are always granted for a fixed term of years, this term be- 
ing sometimes established by general law, and sometimes by special gov- 
ernmental authority. The average term is perhaps in the vicinity of twen- 
ty years; and the details of the individual concessions made under the 
general authority are then, as matters of local concern, worked out in an 
almost infinite variety of forms, — ^the result of protracted negotiations be- 
tween the officials of each municipality and the representatives of a com- 
pany, or the concessionaires, as they are termed. When this agreement 
is thus completed, executed and approved by the proper ministerial au- 
thority, it constitutes a binding contract, enforceable on both sides during 
its continuance, and subject to change, termination or extension only by 
mutual consent, and in the way in it provided. 

It is not necessary now to discuss the practical working of this system. 
It varies greatly under different conditions, depending largely on the 
traditions, character, political methods and business capacity of communi- 
ties, but with a continual tendency toward some approved standard. For 
example, the municipal contracts recently entered into by Berlin and Frank- 
fort, and that now under consideration in Hamburg, are in Germany re- 
garded as models, and consequently are in the main adopted in other Ger- 
man municipalities. 

In the judgment of the Committee, they merit and will repay careful 
examination, being in curious contrast to the similar contracts entered 
into in America. As a rule, these foreign concessions are framed with 
special provision for the ultimate ownership by the municipality of what- 
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ever is a part of the streets. In some contracts it is provided that, at the 
expiration of the term, everything of this sort shall became the property 
of the municipality, at once and without any payment being made for it, 
the company during the term of the contract securing itself against loss 
through a system of amortization ; in other cases a measure of compensa- 
tion is provided, the municipality agreeing to take and pay for the prop- 
erty, in case of inability to agree on a renewal of the concession. In any 
event, the settled policy is to have everything pertaining to the street and 
pavement pass into the ownership of the municipality at some not re- 
mote future time, leaving the municipality free then to enter into contracts 
for the operation of the tracks, or to make such other arrangement as it 
sees fit. But the essential point to which the Committee desires to call 
attention is the distinction here drawn between the ownership of the pave- 
ment and consequent full control of the street and the running of the ve- 
hicle. The ultimate full control of the street, and exclusive ownership of 
whatever may be part of its surface, by the municipality is, it may be said, 
now accepted in European countries as a fundamental principle of polity. 

In the judgment of the Committee, this principle is correct, and could 
be advantageously incorporated into Massachusetts practice as applying to 
all street railway companies hereafter organized and locations granted. 
Even if the concessions in future are not made for a specific term of years, 
during which they shall be binding contracts to be changed only by mutual 
consent, — a change the Committee does not advise, — the general law should 
at least be so modified as to secure in every location hereafter granted a 
, clear, well-considered rule of procedure and compensation, under which 
the municipalities may, at any time they desire so to do, assume, readily 
and at an understood and reasonable cost, the ownership of everything 
appurtenant to their streets. 

Meanwhile, cases may at any time arise in which local communities, 
in the care of their public ways, might desire to take over certain tracks 
in particular streets without necessarily taking over all connecting tracks 
in other streets, or portions even of the same street. The Committee has 
framed, and herewith submits, a form of act intended to meet such cases. 
This act, drawn up on principles already laid down, explains itself. It in 
no wise disturbs, much less provides for the revocation of, any franchise 
or location of a street railway company. The franchise is treated as a 
license to run cars over certain routes in cities or towns, for the public 
convenience. In the case of a street railway such a franchise no more 
necessarily involves the ownership of tracks than the license to run a line 
of omnibuses involves the ownership of the pavement. If, then, under 
the proposed act, a municipality takes over the tracks in a certain street 
or streets, by so doing it in no degree impairs either the right or the duty 
of any railway corporation holding a franchise to run cars, whether 
through that street or elsewhere. The tracks specified merely pass into the 
ownership and care of the municipality, the corporation is compensated for 
them, and thereafter the cars are run over them, the corporation paying 
trackage to the municipality. The distinction is the familiar one between 
the omnibus line run by a private company, and the stone or iron pave- 
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ment owned by a city or town ; except that in this case the company, run- 
ning its vehicles in exactly the same way as before, pays the city or town 
for the use of a particular species of pavement laid down for its special 
and exclusive convenience, instead of itself laying down and owning that 
pavement. In other words, the essence of the franchise, or location, is 
the right to run vehicles to carry passengers on certain routes, and the 
laying and ownership of the tracks is a mere incident, and not an essential 
incident, thereto. The act proposed deals only with the incident; it in 
no way affects the essence of the franchise. Under its terms, it will here- 
after be in the power of any municipality to retain in its own hands full 
possession and control of those of its streets in which no street railway 
location has yet been granted, and then gradually, as occasion offers, to 
extend that possession and control over other streets in which locations 
have been granted, until the street railway corporation would by degrees 
be reduced to its original function, — those of a private company licensed 
to run public vehicles over specified routes under fixed regulations, and in 
consideration of certain rentals and other money payments. It would 
become, in short, an improved omnibus line, run on scientific principles 
and adopted to modern conditions. 

The third line of development remains to be considered, — that known 
as municipalization. This has been much discussed of late, and in the 
hearings before the Committee was advocated by some as the best prac- 
tical solution of the problem; but even its warmest exponents admit that, 
as respects street railways, municipalization is a most important and far- 
reaching proposition, yet in the experimental stage. The tendency toward 
it in Great Britain is pronounced, and, as a system in practical operation, 
it can now be studied in its tentative stage in Glasgow, in Leeds and in 
numerous other places. In thus studying it, however, one thought imme- 
diately suggests itself to an American. So far as development, activity, 
and material and scientific appliances and equipment are concerned, apart 
from permanent way and track surface, the American street railway 
service is so far in advance of any to be found in Great Britain as not to 
admit of a comparison. V/ithout exaggeration, it may be said that, while 
the street surfacing, and merging of track with pavement, are there far in 
advance of what we ordinarily find in America, all the other appliances 
and accommodations are either antiquated and positively bad, or recently 
taken from this side of the Atlantic and installed by American companies. 
In other words, in the field of scientific apparatus and mechanical develop- 
ment, America has experimented at immense cost, as our street railway 
capitalization shows, while Europe has patiently waited, and is today 
rapidly and quietly appropriating the results for which we have paid. 
As respects municipalization, the conditions are likely to be reversed. For- 
eign countries, and more especially Great Britain, seem disposed to experi- 
ment, and experiment on a very considerable scale; and perhaps it would 
be wise for America to allow these countries in this matter to bear the 
cost of so doing, sure of our ability at any time to appropriate all the use- 
ful results of foreign experience. 

As yet no attempt at the municipalization of street railways has been 
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made in any country on a sufficiently large scale and for a long enough 
time to be of real significance. Glasgow and Leeds, for instance, are the 
two European instances more frequently referred to. From the statements 
often met with in the press, and the assertions heard in discussion, it might 
well be assumed that the experiments made in these cities amounted to an 
indisputable and established success ; whereas, in point of fact, such is in no 
degree the case. So far from being a demonstrated success it may, on 
the contrary, be confidently asserted that nowhere, as yet, has the exper- 
iment of municipalization of street railways been worked out to any log- 
ical and ultimate results whatever, nor can it be so worked out for at 
least a score of years to come. Even then political habits, social tra- 
ditions and material and .economical conditions vary so greatly and enter 
to so large an extent into the problem that it will not be safe to infer 
that what may have proved safe and practicable in one community is 
either practicable or safe in another. At the present time the munic- 
ipalization of the street railways is not accepted as by any means indis- 
putably desirable in Great Britain, while in Germany it is regarded unfa- 
vorably. This last fact is the more noteworthy, as Germany has been 
the field in which state ownership and management of steam railroads 
has been developed to the fullest extent, and with results pronounced to be 
unquestionable, as well as most satisfactory. The grounds for this appar- 
ently illogical action and contradictory policy were, during the last 
summer, briefly set forth to a member of the Committee by the highest 
German authority. They were purely practical. The State official re- 
ferred to simply said that Germany had carried officialism as far as, in 
his judgment, it was prudent to go. The government employees tended 
always to increase; and there, as here, it was found that employment 
by the government signified much which did not at once appear. The 
line had to be drawn somewhere ; and it was not considered expedient to 
add to the number already existing the numerous officials and employees 
of all the street railway systems in the Empire. 

So far as Massachusetts is concerned the Committee apprehends that 
grave difficulties of a practical as well as theoretical character would 
present themselves, should a serious attempt be made at the complete 
municipalization of street railways. The public ownership of tracks in 
the streets, like the control of the streets, is a simple matter. Each mu- 
nicipality might own those in its own streets, or in a portion of its own 
streets, and a private company could run vehicles over the tracks, whether 
belonging to itself or to the public, in one or several cities and towns. 
It would be merely a matter of arrangement and contract. Not so munic- 
ipal operation. It is necessary again, in this connection, to observe that 
the larger individual street railway systems are in Massachusetts rarely, 
if indeed ever, confined to one city or town; the largest of those systems 
— the West End — holds franchises from and locations in no less than 
eleven different towns and cities, and the Lynn & Boston in nineteen. 
Under these circumstances complete municipalization obviously becomes 
a difficult problem. It is not supposable that one town or city could own, 
as well as operate, not only tracks but the buildings and appliances in- 
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volved in the operation of tracks, in a number of adjacent cities and 
towns. For instance, complications could hardly fail to arise were the 
city of Somerville to decide to municipalize its street railways and 
operate them as distinct in every respect from the system which served 
all the adjacent cities and towns, while, on the other hand, it is scarcely 
probable that Somerville could care to own lines of its own in all those 
cities and towns, or, if she did, that those cities and towns would regard 
the scheme with complacency. A community of action through some com- 
mon organization would, therefore, have first to be devised. Though ob- 
viously a necessary preliminary, this, in itself, is an intricate problem, 
to the solution of which the Committee has not felt called upon to address 
itself. Should it arise it will have to be dealt with under conditions 
not now apparent, and by the Legislature itself. The existing law does 
not provide for it; nor, in the light of the investigations it has made, is 
the committee prepared to suggest any alterations of the law in this 
respect. 

Respectfully submitted, 

CHARLES FRANCIS ADAMS, 
WM. W. CRAPO, 

ELIHU B. HAYES. 
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VL 

FRANCHISE POLICY OF CONGRESS. 

As Exemplified by the Legislation with Reference to Franchise Grants 

in Porto Rico* 



Section 32 of an Act Entitled "An Act Temporarily to Provide Rev- 
enues and a Civil Government for Porto Rico, and for Other Purposes," 
approved April 12, 1900: 

"That the legislative authority herein provided shall extend to all 
matters of a legislative character not locally inapplicable, including the 
power to create, consolidate and reorganize the municipalities, so far as 
may be necessary, and to provide and repeal laws and ordinances there- 
for; and also the power to alter, amend, modify and repeal any and all 
laws and ordinances of every character now in force in Porto Rico, or 
any municipality or district thereof, not inconsistent with the provisions 
hereof: Provided, however, That all grants of franchises, rights, and 
privileges or concessions of a public or quasi-public nature shall be made 
by the executive council, with the approval of the governor, and all 
franchises granted in Porto Rico shall be reported to Congress, which 
hereby reserves the power to annul or modify the same." 

Extracts from a Joint Resolution "To provide for the administration 
of civil affairs in Porto Rico pending the appointment and qualification 
of the civil officers provided for in the Act approved April 12th, 1900, 
entitled, *An Act temporarily to provide revenues and a civil govern- 
ment for Porto Rico, and for other purposes,' " Approved May i, 1900 : 

"Sec 2. That all railroad, street railway, telegraph and telephone fran- 
chises, privileges or concessions granted under section thirty-two of said 
Act shall be approved by the President of the United States, and no such 
franchise, privilege, or concession shall be operative until it shall have 
been so approved. 

"Sec. 3. That all franchises, privileges or concessions granted under 
section thirty-two of said Act shall provide that the same shall be sub- 
ject to amendment, alteration or repeal; shall forbid the issue of stock or 
bonds, except in exchange for actual cash, or property at a fair valua- 
tion, equal in amount to the par value of the stock or bonds issued; shall 
forbid the declaring of stock or bond dividends ; and, in the case of public 
service corporations, shall provide for the effective regulation of the 
charges thereof and for the purchase or taking by the public authorities 
of their property at a fair and reasonable valuation." 
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VIL 

THE PARIS SUBWAY SYSTEM* 

New Plans for Imp]X>vement in Local Transportation at Paris — The Under- 
ground Railway — Rights of the PuUic Looked After in the Leases — Two- 
Cent Fares — Trains at Intervals of Three Minutes — ^Suggestions for Chicago 
at the Expiration of the Street Car Franchises* 



Address Delivered Before the Street Railway Commission October 3, 1900, by Prof. Edmund 

J. James, of the University of Chicago.] 



It has been claimed, and with truth, that of all large cities in the world 
Paris is the most illy equipped with facilities for local transportation, but 
it must also be said that in the course of the next five years it will be 
among the best equipped in this respect of all the capitals of Europe or 
America. 

The process by which this revolution — for the change is so great that 
no other word can properly describe it — is being achieved is of interest 
to the inhabitants of all large cities which have to grapple with similar 
problems. 

In the first place, the general substitution of mechanical for horse trac- 
tion on the street cars within the city will of itself make a great difference 
in the convenience, efficiency and rapidity of transportation. Paris would 
doubtless have introduced this change long ago if it had not been deter- 
mined that it would under no circumstances and on no conditions admit 
the overhead trolley into the sacred confines of the city limits. The 
aesthetic sensibilities of the Parisians are so strong that they would rather 
walk for a hundred years to come than have their beautiful boulevards 
and squares disfigured by what they call the aerial electric line. 

In the second place, a large additional number of street car lines to 
be operated by electricity or compressed air have been chartered by the 
general government to run from points in the center of the city in all 
directions far out into the suburbs. These lines, running over streets 
which are considered by the general government as mere continuations of 
the national highways of France and therefore not subject to city but 
to state authority, receive their charters direct from the state, oftentimes 
in the face of protests made by the city authorities. But they will add, at 
any rate, greatly to the facilities of local and suburban transportation. 

Another great addition to local facilities will be found in the lines of 
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prolongation which the great trunk railways of France are planning to 
put through the city in various directions, so as to enable them to reach 
the heart of the city with their through express trains, instead of stopping 
so far out toward the city limits. One of the greatest of these lines — 
the Orleans system — has led the way to this movement, having com- 
pleted the construction of a magnificent underground route from its old 
station on the exterior boulevards along the left bank of. the Seine nearly 
to the Place de la Concorde, the very heart of Paris, where it is con- 
structing one of the finest modern railway statiops in any large city — a 
station which was obliged to satisfy in its style of architecture and in 
its execution the high standards which the French set for any public 
buildings in the neighborhood of the Place de la Concorde. The Great 
Western Railway has followed suit by a similar underground line from 
the other side. 

The river will also be used as a means of transporting the people from 
one part of the city to another on a scale never before conceived of as 
possible. 

THE PARIS METROPOLITAN. 

Finally, and for our immediate purpose the most important of all, the 
Metropolitan Railway or the underground system of local roads will 
have been completed by the expiration of the period above mentioned. 
This system of roads has been blocked out on a scale quite superior to 
anything of the kind thus far elaborated, either in Europe or America, 
and the description of its main outlines will certainly be of interest to 
all citizens of a modern metropolis. 

Paris would undoubtedly have had a metropolitan road, either elevated 
or underground, a full generation ago if it had not been that the city author- 
ities and the general railway authorities of the state could not come to any 
agreement as to the character or style or execution of the enterprise. 

Nearly fifty years ago an elaborate scheme for an underground rail- 
way was worked out, which failed at the time because of the interest 
which Napoleon III and his engineers were taking in the great recon- 
struction of the streets of Paris connected with the name of Haussmann. 
From that time to the present scarcely a year has passed without wit- 
nessing some new scheme relating to this project. It was very near arriv- 
ing at a successful issue when the Franco- Prussian war broke out in 
1870, and peace had no sooner been re-established than the agitation was 
again begun. 

The state railway authorities maintained that such a road, being a 
railway in the technical sense of the term, should be constructed under 
the supervision and control of the state government, should be of stand- 
ard gauge and should permit the great trunk lines to run their pas- 
senger trains over its tracks into the heart of the city. 

The city, on the contrary, maintained that the enterprise was exclu- 
sively local, intended to serve the needs of local traffic, and that any com- 
bination with the great trunk lines was quite out of the question. As no 
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private companies were willing to undertake the construction of such a 
road without assistance from the state or city and as the state was not 
willing to undertake the guarantee of an enterprise which would be so 
largely local in its character without assistance from the city, and as 
the latter would have nothing to do with the kind of a road which the 
state was willing to guarantee, it seemed as if a hopeless condition of 
things had been reached, offering no prospect for any improvement within 
any reasonable period. 

WHAT PARIS OWES TO THE WORLD'S FAIRS. 

Paris owes a great many things to its world's fairs and to the World's 
Fair of 1900 it owes its present metropolitan road. 

After the state had determined upon the Exposition it was perfectly 
plain that some fundamental change would have to be made in the means 
of handling the traffic or it would be impossible, physically speaking, to 
secure the attendance at the Exposition grounds which was essential to 
float the gigantic scheme drafted by the government. An improvement 
in the conditions of local transportation was therefore absolutely neces- 
sary. 

The government took up the project again and made a preliminary 
agreement with the great trunk lines for the construction of a circular 
railway connecting all the stations of these lines with the Exposition 
grounds. It was necessary to offer a guarantee of interest to these rail- 
ways in order to persuade them to construct the line. The government 
invited the city to assist in the enterprise, but the city authorities, while 
voting that they were greatly interested in the construction of the metro- 
politan system, declared that they could not approve the scheme of the 
government. After this categorical refusal the Minister of the Public 
Works went to the parliament, hoping to secure its consent for the con- 
struction of the route independent of the local authorities. The parlia- 
ment, however, declared that it would not consent to a guarantee of 
interest unless the city was willing to do its share in paying the expenses 
of the enterprise. Thus proceedings were again blocked, and it looked 
as if the whole project would fall through. Just at that time, however, 
the state government found itself compelled to ask the city for an appro- 
priation of twenty millions of francs toward the Exposition. 

STRUGGLE BETWEEN THE CITY AND STATE AUTHORITIES. 

This was the opportunity long waited for by the city authorities, and 
they were not slow to seize it. The City Council voted an appropriation 
of twenty millions of francs ($4,000,000) on condition that the state gov- 
ernment should grant no further franchises to companies proposing to 
furnish transportation facilities in connection with the Exposition without 
the consent of the city, and that the government should permit the city 
to organize and carry through a scheme of its own. The government 
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found itself practically compelled to accept this condition, and a formal 
notice was sent to the city authorities that the government would consider 
such an enterprise as of exclusively local interest, reserving to itself 
simply the ordinary right prescribed by the law to approve the plans 
before they were carried into effect. Biit the city authorities were reminded 
that the government had no further interest in the matter and that all 
initiations must proceed from them. 

The City Council immediately appointed a metropolitan commission, 
which, after months of active work, reported the plan for an underground 
system, of narrow gauge, to be operated by electricity, comprising a cir- 
cular line 'about half way between the center and the circumference of 
the city, crossed by several transverse lines. 

As there did not seem to be any probability that any private companies 
would bid for such a franchise unless it was accompanied with a guar- 
antee of interest, something which the city was not willing to give, and on 
the other hand the state government would not permit the city to con- 
struct and operate the road at its own expense and under its own auspices, 
a medium plan was adopted: The commission proposed to construct the 
tunnels and the sub-structure, ready for the laying of the track, and then 
to lease the enterprise to a private company, which should lay the tracks, 
equip the road and operate it. 

This plan was accepted by the City Council and submitted to the 
government. After a careful examination by all the different departments 
concerned, including the Department of Public Works, the War Depart- 
ment and the Financial Department, the government approved the project 
and the Minister of Public Works submitted a draft of a law to parlia- 
ment, authorizing the City of Paris to proceed with the construction of 
the road in accordance with the plans outlined. The parliament insisted, 
upon the advice of the Minister of Public Works, and at the request of 
the Minister of War, that the road should be of standard gauge, as it 
was necessary from a strategic point of view that the road should be avail- 
able for the transportation of men and ammunition in case of a second 
siege of the city. 

The city accepted this modification, since it did not carry with it any 
necessary enlargements of the tunnels proposed but simply a spreading 
of the rails, and the plan of the tunnels had been drafted so that the roll- 
ing stock of the great trunk lines could not penetrate them, and, there- 
fore, it would be impossible for the government to ever utilize the tracks 
of the Metropolitan Road for the purpose which it had always had in 
mind of making it a connecting line between the great railway stations. 

On the 30th of March, 1898, the law authorizing the city to proceed 
with the construction of the road was approved by the President of the 
Republic — a memorable day in the history of the City of Paris, not only 
because it marked the beginning of a great increase in the facilities of 
local transportation but because it marked also a victory of the city 
authorities over the state authorities in their long struggle for self- 
government and independent local administration. 
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The plan adopted is worth a careful study from several different 
points of view. 

CONSTRUCTION BY THE CITY. 

In the first place, the city undertook to construct the tunnels, cuttings 
and the viaducts; for, owing to the nature of the ground, the road 
emerges at one or two places into the open air and runs as an elevated 
road from one tunnel to another. 

This was done in the first place because, as suggested above, no pri- 
vate company was willing to take the entire risk of the enterprise upon 
any terms which the city was willing to grant. In the second place, the 
city preferred to construct the tunnels, etc., itself, because in this way it 
would have a guarantee of better work and because the integration of 
the Metropolitan Road into the general system of underground structures 
in the City of Paris — the sewers, gas and water pipes, electric conduits, 
pneumatic tubes, etc., could be carried out in a more satisfactory way and 
with less disturbance to the rights of person and property than would be 
the case if undertaken by a private company. Moreover, the city recog- 
nized that it was building here for all time, and consequently desired a 
style of structure quite superior to that which an ordinary company, with 
a short time lease, would be willing to execute. 

It is interesting to note that from present indications the construction 
of this line will turn out to be cheaper than the estimates of the city 
engineers. 

A final reason determining the city to construct the tunnels, etc., 
itself was the fact that the city would be able to borrow money at a 
lower rate of interest than any operating company and that consequently 
the real cost which the city would have to pay for the work in the long 
run would be less if carried out by the city itself than through the medium 
of a private corporation. 

REVERSION TO THE CITY. 

By this construction of the tunnels, etc., the city was furthermore 
enabled to offer a comparatively short lease and to insist that at the 
termination of the lease the entire system of structures carried out by 
the leasing company should revert to the city as its sole property. As a 
matter of fact the city offered a lease for thirty-five years, at the end of 
which time all the property of the leasing company, such as tracks, shops, 
electric plant, etc. — exerything which could be considered as real prop- 
erty — passes into the possession of the city without any remuneration on 
its part. The city reserves, moreover, the right to purchase the rolling 
stock of the road at a price to be determined by arbitration, though it 
does not bind itself to do so. 

The company is required to keep the track, plant and rolling stock up 
to the highest point of technical efficiency throughout the entire period of 
the lease, and the city is authorized, if in its judgment the company is 
not properly guaranteeing the public interest in this matter, to take pos- 
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session of the road during the last five years of the lease and convert the 
income of the same to putting the road into first-class condition against 
the time when it becomes the property of the city. 

PURCHASE BY THE CITY. 

The city, moreover, reserves the right to purchase the interest of 
the leasing company at any time after the work has been in operation 
for seven years. The price of the purchase is determined in a very simple 
manner by the following calculation. The net revenue obtained by the 
leasing company during the preceding seven years shall be taken as the 
basis. From this shall be deducted the net income of the two most 
unfavorable years and the average then determined for the other five 
years. This shall constitute the amount of an annuity which shall be 
due and payable to the leasing company for each of the years still to run 
until the expiration of the lease. In no case, however, is this annuity 
to fall below the net income of the last year preceding the time of pur- 
chase. In case of compulsory purchase the city shall take over the roll- 
ing stock at a price to be fixed upon by arbitration. 

In this way the city is enabled at any time after the expiration of seven 
years to take possession of the line itself. As suggested above, the city 
authorities of Paris would have been very glad indeed to have taken the 
risk of putting in the plant and operating the road directly by the city 
if there had been any hope that the state government would have ap- 
proved of this scheme. 

CONVENIENCE OF THE PUBLIC — TRAINS AND FARES. 

The agreement between the city and the road provides that there shall 
be at least one hundred and thirty-five trains in each direction per day, and 
that the city may insist upon an increase in the number. As a matter of 
fact the plans worked out by the leasing company call for twenty trains 
an hour through ten hours of the day and ten trains an hour through 
another ten hours, the company being allowed to suspend the running 
of trains during a period of four consecutive hours. The rolling stock 
will be similar to the cars on the elevated railway in New York, though 
not so wide or so long. 

Two classes are provided — a first and second class, the latter corre- 
sponding to our ordinary cars, the former fitted up in better style; but 
the condition is made that the road shall carry all persons presenting 
themselves with second-class tickets, and if there is not place in the 
second class cars they shall be entitled to seats in the first class. 

The price for a single ticket, second class, from any one of the sta- 
tions on the Metropolitan Road to any other is fixed at three cents; for 
a ticket of the first class at five cents. The road is, moreover, obliged 
to sell second-class return tickets until nine o'clock in the morning at the 
uniform rate of four cents, which ticket shall be good on any return 
train during the day. This provides for a special rate for the great mass 
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of the people who go to their business and places of work before nine 
o'clock in the morning. School children conducted by a teacher are also 
carried at the uniform rate of one- cent per passenger. It will be seen 
that this offers a lower rate than is given, so far as I know, upon any 
similar road in the world. 

The leasing company is bound by the provisions of the contract to 
take adequate precautions for lighting, ventilating and heating the cars, 
the city authorities being entitled at any time to insist upon better pro- 
visions in these respects when in their judgment it is necessary. 

As the road runs in most cases at a very slight distance from the sur- 
face the stairways leading to the road will not be long or winding. 

THE FINANCIAL RISK OF THE CITY AND MEANS OF PROVIDING FOR IT. 

The estimated cost of the sixty-five kilometers, or forty miles, of the 
Metropolitan Road, for the tunnels, cuttings, viaducts, etc., is one hun- 
dred and sixty-five millions of francs — roughly speaking, thirty-three 
millions of dollars. The city was authorized by a law to contract such a 
loan, to be entirely repaid within seventy-five years, at a rate of interest, 
including payments into the sinking fund, etc., not to -exceed three per 
cent. This loan is secured by a levy of one cent upon every second-class 
ticket, either simple or return, except the school ticket mentioned above, 
and two cents upon every first-class ticket sold by the company. 

This arrangement leaves to the leasing company the difference be- 
tween the rates of fare fixed above and the levy just indicated upon the 
tickets sold; that is to say, the company receives for its share three cents 
for every first-class ticket, two cents for every simple second-class ticket, 
three for every round trip second-class ticket and the full one cent for 
the school ticket. 

This one cent is called a levy because it is deducted first of all by 
the city from the income received by the company, and is not considered 
as a part of its receipts at all, so that if the city desires to purchase the 
lines under the arrangement indicated above the net revenue is computed 
after deduction of this levy made by the city for the purpose of meeting 
the expenses of the debt contracted. 

It will be seen that the city thus assumes what on the face of it might 
be a very considerable risk; that is to say, if there were no passengers at 
all the city would have to pay the interest of the one hundred and sixty- 
five millions of francs for seventy-five years and ultimately the principal 
and receive nothing in return — that is, it might lose its entire investment. 
On the other hand, in all human probability this road will pay to the city 
from the very beginning a sum sufficient to meet all the expenses of the 
debt and probably much more. 

It is5 estimated that if the completed system carries one hundred and 
ten millions of passengers per year the city will be able to meet all the 
obligations assumed in connection with this road without difiSculty and 
that anything beyond that will mean a net profit. Provision is also 
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made that if the number of passengers exceeds one hundred and forty 
millions per year the city shall be entitled to an additional tenth of a 
centime (fifth of a mill) for each additional ten million passengers until 
the figure one hundred and ninety millions has been attained, at which 
the share of the city becomes stationary, being entitled to 5.5 centimes, or 
I.I cent per second-class ticket and 10.5 or 2.1 cent per first-class ticket 
upon all trafiic in excess of the number indicated. 

It will be seen that this is a very simple arrangement for dividing 
the risks between the city and the company. It is not a case of profit- 
sharing or a case of the city deriving a revenue after the company has 
received a certain return on its capital, or an increasing return for the 
city in proportion to the increasing profits of the company, or any of those 
other devices which are so seductive upon the surface and so misleading 
and deceptive at the bottom. French governments, general and city, like 
American governments, have found it extremely difficult to carry out any 
scheme of dividing profits with private enterprises. The managers of such 
companies know so well how to conceal profits by all sorts of devices 
that the state or city rarely derives any advantage from such arrange- 
ments. 

TREATMENT OF LABORERS AND EMPLOYEES. 

In its agreement with the leasing company the city insisted upon 
certain conditions for the benefit of the laborers and employees in the 
service of the road. The more important of these provisions are as 
follows : 

1. The salaries or wages of the laborers or employees shall be paid 
fortnightly, and shall in no case be less than one hundred and fifty francs 
per month. Persons employed temporarily shall receive wages which 
shall not be less than five francs per day. 

2. The length of the working day shall not exceed ten hours. One 
full day of rest or two half-days shall be granted each week to the em- 
ployees of the company. 

3. An annual vacation of ten days, with full salary, sha,ll be granted 

» 

to all employees. 

4. The full salary shall be paid during the required periods of mil- 
itary instruction. 

5. Days of sickness, properly certified to by a physician appointed by 
the management of the fund mentioned below, shall be paid for in full 
during the period of at least one year. 

6. In case of accident happening during labor and involving a tem- 
porary disability the workmen shall receive their full wages until com- 
plete recovery, without prejudice to the indemnity which shall be due 
them in case of final disability, total or partial. 

7. Laborers employed in the enterprise shall be insured against acci- 
dent at the exclusive cost of the lessee, who shall not be permitted under 
this head to make any deduction from the wages. Moreover, whatever 
may be the final responsibility for an accident, the lessee shall always be 
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directly responsible to the victim for payment of the indemnity. A phy- 
sician named by the special fund mentioned below shall be summoned to 
examine each accident and make report upon its nature and consequence. 

8. The city administration shall always have the right to prescribe 
measures which may be recognized as necessary in the interest of safety 
and health. 

g, A written commission shall be delivered, under the form of a 
wage contract, to every adult employee or workman, of either sex, who 
shall have completed twenty-four months of service. 

The lessee shall be strictly held to the observance of the above con- 
ditions relating to labor under penalty of forfeiture of the lease. 

The lessee is further required — 

(a) To furnish every workman in his employ a deposit book in the 
National Pension Fund. The payments shall be made by the lessee, who 
may take for this purpose two per cent from the wages of the workman, 
but shall on the other hand deposit to his credit six per cent under the 
conditions defined below. 

However, when the number of passengers shall exceed two hundred 
and twenty millions a deduction from the wages of the workmen shall 
be reduced to one per cent and the payment to be made in their name 
by the lessee shall be increased to seven per cent. 

(b) To establish a gratuitous medical and drug service. 

(c) To insure workmen and employees against accident. 

In order to insure the proper execution of these various provisions 
the lessee shall organize a special fund, to be managed by the employees 
and workmen themselves, and the lessee shall moreover eater under the 
head of general expenses in its accounts a sum sufficient to make the 
payments called for by the above provisions. 

These stipulations in favor of workmen and employees probably go 
farther than any similar stipulations made by other cities. When this 
contract was submitted to the government the Council of State insisted 
on striking out the first two provisions, relating to the minimum wage 
and the length of the working day, on the ground that these were pro- 
vided for so far as was proper by provisions in the general laws. But 
the leasing company, which, I ought to say, not only made no objection 
to these provisions but proposed some of the most important itself, sent 
a letter to the City Council declaring that although the above provisions 
had been stricken from the contract, it would consider itself bound by 
them as if they had been made a part by the law itself. One of the engi- 
neers informed me that the company had estimated that it would cost it 
about fourteen per cent of its wage roll to carry out the stipulations men- 
tioned above. 

Under the scheme outlined above the City of Paris secures a much 
needed and most important increase in its facilities for local transporta- 
tion. It secures low fares and good accommodations for the public. It 
will undoubtedly obtain a handsome revenue from the line as a whole. It 
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will at the end of thirty-five years come into possession of all the permanent 
Structures made by the leasing company in connection with the equip- 
ment and operation of the road, free of charge, and if the proceeds which 
it will probably realize are devoted to the payment of the debt contracted 
for sub-structure, it will own entirely free of charge by the end of thirty- 
five years, in all probability, an underground railway worth many hun- 
dred millions of francs estimated by its earning power. And all this 
will have been accomplished at the same time that a new standard has 
been set by the city to employers in the treatment of their employees, 
practically guaranteeing to the latter^ under a different form, some share 
in the ever-increasing profits of the enterprise. 

The whole history of this enterprise is calculated to strengthen one's 
faith in representative government. The best features in the system 
are those proposed and worked out by the City Council of Paris, and 
while some of the features of the policy seem to an American a little 
ridiculous, as the careful avoidance, for instance, of any possibility of 
connection with the trunk lines, these find their explanation in the local 
conditions with which the representatives of the City Council are obliged 
to reckon. 

MEMORANDA 

in re. 

METROPOLITAN RAILWAY SYSTEM OF PARIS. 



The standard gauge of the railways of France is 4 feet and 8.69 inches 
(1.44 meters). 

The law requires the Metropolitan Road to accept the standard gauge 
and the car gauge of 7 feet, 10.48 inches (2.40 meters). 

The original scheme proposed a track gauge of 3 feet and 3.37 inches 
(i meter) and a car gauge of 6 feet and 2.74 inches (1.90 meters). 

The cost of the original scheme of 40 miles of underground road was 
estimated at $30,000,000, counting the francs at 5 francs to the dollar. 
Three million dollars was added for the expense of reconstructing 
sewers, and a further $3,000,000 for the increased width of the car gauge, 
making in all $36,000,000, and it was estimated that the leasing company 
would have to invest $10,000,000 in the performance of its part of the con- 
tract — the equipment of the road and the construction of the upper por- 
tion of the stations. 

The cost of the proposed added lines bringing the total length up to 
over fifty miles was estimated at $10,400,000, making altogether $46,- 
400,000. 

The track consists of vignole steel rails, weighing 105 pounds to the 
running yard and 49.2 feet long (52 kilograms per running meter, 15 
meters long). 

The maximum speed is 23.37 miles per hour (36 kilometers). 
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The present line, constructed from one side of the city to the other, 
is 6.8 miles long (ii kilometers), two small extensions about two miles in 
length, making a total of 8.7 miles (14 kilometers) already constructed. 

The underground road is constructed at a very slight depth, the inten- 
tion being to run it as near to the surface of the ground as possible and 
still leave space for the construction of an arch with the necessary thick- 
ness above it. At the Etoile, where one of the lines must pass under the 
other, a depth of 52.48 feet (16 meters) is reached by the lower line. 

The entire road is double tracked, except in the loop at the terminal 
stations, where a single track is used and in certain connecting lines run- 
ning from one track to another. 

The normal tunnel consists of an elliptical arch 23.28 feet wide (7.10 
meters), 6.79 feet high (2.07 meters), 1.8 feet thick at the apex (.55 
meters), supported by an abutment wall 2.42 feet thick (.75 meters), 
9.54 feet high (2.91 meters), united at the base by an inverted arch 1.64 
feet thick (.50 meters) and 2.3 feet (.70 meters) below the level of the 
rails at the lowest point, making the total height in the axis of the 
work 17 feet (5.20 meters) from the inside of the lower arch to the inside 
of the upper one, 21 feet (6.25 meters) from the outside of the upper one 
and 23.62 feet (7.20 meters) from the bottom of the lower arch to the 
pavement above. The top of the upper arch is thus 3 feet below the 
surface of the street on the average. 

Niches 6.56 feet high, 4.9. feet wide and 2.3 feet in depth (2 meters 
by 1.50 by .70) are arranged along the wall at distances of 82 feet (25 
meters), alternating on the two sides at a distance of 41 feet (i2j^ 
meters). 

The inner surface of the tunnel is plastered with cement .79 inches 
thick (.02 meters). Wassay cement is used in the upper arch and Port- 
land cement in the walls and lower arch. 

The tracks are laid on wooden cross ties treated with creosote and 
stone ballasted. 

The system employed is that known as "The Third Rail System," 
the track itself carrying the current back, the rails being properly con- 
nected for this purpose. The height of the rail is 5.85 inches (.15 meters), 
width of the top 2.53 inches (.065 meters), thickness of shaft .52 inches 
(.016 meters). 

The scheme provides for eighteen stations in 6.8 miles (11 kilometers). 

The platforms in the stations are 13.12 feet wide (4 meters) and 246 
feet in length (75 meters). 

The arched stations are 46.38 feet wide (14.14 meters). The metal 
plate stations 44.28 feet (13.50). The arched stations are 18.69 ^eet high 
(5.70 meters) between the upper and lower arches. 

The stations are lined with enameled brick. The tunnel consists, gen- 
erally speaking, of concrete or rubble stone concrete. 

The height of the platform above the rail is 3.12 feet (95 meters), 
being thus a little lower than the floor of the cars, 5.9 inches (.15 meters). 

Electric lamps 41 feet apart (12.50 meters), alternating on each side 
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for a distance of 246 feet (75 meters) on either side of each station and 
at a distance of 82 feet (25 meters) in all other parts of the tunnel. 

The work was divided into eleven lots. The city constructed the first 
lot itself by direct labor and let out the other ten to contractors, partly 
by contract to the lowest bidder and partly by agreement between the 
city and the contractors. 

It was found that when the work was put up to public bidding on the 
basis of the estimates prepared by the city engineers four of these lots 
were not desired by anybody at the price proposed, and it was neces- 
sary to make arrangements for these by voluntary agreement between the 
city and the contractors, as the estimated cost was lower than the lowest 
bid offered by any contractor. 

The total length of the line at present finished is 8.7 miles (13.95 
kilometers). 

The estimated cost is $7,388,200, and it is believed that the real cost 
will fall below the estimates. 

The soil through which the underground road was constructed is sand 
or sand and gravel, fairly firm at the two extremities of the line, but for a 
large portion of the extent of the line it is a soil made up of the accre- 
tions of the city through hundreds of years, offering a great many diffi- 
culties in the construction, growing out of the existence of old founda- 
tions, etc., through which the tunnel has to be constructed. 

Owing to the necessity of passing under certain great sewers in some 
places the road runs more than 16.4 feet (5 meters) below the level of the 
ground water, and here, of course, it was necessary to construct water- 
tight tunnels. 

To get under the great Asnieres sewer it was necessary to go 19.68 
feet (6 meters) below the ground water level and 37.72 feet (11.50 
meters) below the street. 

The time employed in the construction was seventeen months. In order 
to secure the completion of the road a fine of $400 a day was inflicted for 
any delay in the time agreed upon, while a reward of $400 a day was 
offered for the completion of the work before the time set. 

The typical train is made up of one motor car capable of seating 10 
or 12 passengers and two trailers, each capable of seating 30 passengers. 
There are. really five types of cars employed, three types of trailers — 
namely, one for the first class, another for the second and a third mixed ; 
that is, first class at one end and second class at the other end. Also two 
types of motor cars, one having a box at only one end for the motorman, 
and one having a box at each end. 

The trailer cars are each 28.06 feet long (8.70 meters), 7.87 feet wide 
(2.40 meters) and 7.54 feet high (2.30 meters). 

A door is placed at each end of the car, one to be used for the exit 
and one for the entrance. The seats are arranged in rows, ten on each 
side of the corridor, those on one side seating two each and those on the 
other one each. The corridor is 2.79 feet wide (.85 meters), the single 



